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THE RISE in business activity which extended for thaee
¥oure carried the economy to e pesk in the third guarter
of 1857 snd brought new records for the year as & whole in
output, consumption, and employment. The decline in
busihess in the final quarter canseled of the esrlier
1956~57 gain, but the year closed with the economy eperat-
ing at o near-record level, Consumption nnd fixed invest-
ment, held cloze to the third gquarter pesk: diretion
dl'ﬁ:‘f]}ﬁd moderately #s sales wers made from inventories
while forward j nsing was euvtaed.

The slackened expspsion in 1957 as 1 top whs resched,
and the moest recent shift in trend are evident from the chavt
This records on the left & rise of 1 percent in the
volume of produection in 1957, and of one-tenth in the period
since 1954, and on the right the accompanying rise in per-
sonal income and emplopment. The 1957 advance in cur-
rept-dollar gross nationnl product did not differ grentl
from that of 1958, a3 both demand nnd cost pressures pushe
up the geperzl price level.

prices averaged about 3 percent above 1956,
and consumer prices registersd o shgfﬂy largar relativa
inerense, While industria]l raw materials prices trendad
downward in 1957—largely in response to easing of supply-
demand relationships—agriculiural and mapuf fin-
ighed product pricez wers l:u?her. At the consumer lavs]
the price advance was general, led by higher prices for foorl

NATIONAL OUTPUT In 1957 Was Up
1% im Yolome ond 5% is Volue
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A Review of 1957

While output snd prices were higher in 1957, tha su?p] of
monsy was moderataly reduced snd there was & further
increase in che raie of cash turnover. Tn the face of restricted
supplies of new funds, business. reduced Hquidity, as it hoal
done also in 1956, Interest rates Jast moved steadily
upward until the closing months, when decline in activity
covpled with enzing actionz on the part of the monetary
nuihorities, lad to lower borrowing costs and somewhat freer
credit conditions.

The yoar’s record: National output highor

_Gross pational product nt 3454 billica in 1957 wes & percent
higher thsn iz 1056. Thes fow of personal imcome was
COITES i larger in dollar terme, and this gain repre-
sented some ndvance also in the real purchosing power of
individnals.

The rise in income was Iorgely concentrated in woage nad
disbursements, which rose both absolutely and in
relation to the total income flow. The share of corporate
profits in national income declined as the volume of earnings
in 1987 wn;ﬂ off aomﬁawha.t» from 195G, I;:nf{lgthht of the riss 1
rite salee, profit marging nrowod further,

] ﬁs enlarged stream of income was channeled primarily
inte consumer markeis, Tetal consumer expenditures wera

TREND OF BUSINESS Upward Threwgh
Thivd Quorter — Off in Fal Quarter
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a SURVEY OF CURBENT BUSINESS

nt 4 new high of $280 billien in 1957, 5 percent above 1056
in doHars and vp nlmost 2 percent in renl terms, Dollar
nuﬂn{? for antomebiles, foad, and services were sll apprecs-
ably u]fvl;l“ than in 1956, and other consnmer spending was

gener well susieined.
FPrivate investment demand in 1957 was vir manin-
tained at the record $67 billion for 1056. A further incrense

* in business fixed investment, combined with lerger foreign
demands on dotnestic rpesources, approximately offset #
redueetion in residentie]l building and virtusl cessation of
inventory acenmulation by business, )

Purchazes of Government—Federal, State, and loenl—in-
creazed from $30 billion in 1956 to $86% billion in 1957,

- While there was little net eﬂ:a.nsmn by the Federnl Govern-
ment within the ysar, spending had besn on a rising seals
during 1956 and the total for 1957 was higher than in the

revious year. State and lom}l[%overment outlays were
pt on the upward-sloping trend which has charscterized

these demands over the postwar period. .
The record output schieved in 1357 brought civilian

employment t0 & new high average of G5 million in 1957,
hiy one-half willion moire then in 1956. Though farm
smployment continued its long-term decline, there was &

more than offsetting gain in nenfarm jobs. Unemployment,
while rising in thé latter half of the year, aversged about
the same aa in 1955 and 1086—around 4 percent of the
civilian labor foree, The workweek was further shortened
in 1957, Taking into account the increase in employment
snd the reduction in hours worked, it would appesr that the
tl%tgél of man-hours worked in 1957 was little from

Adjustment of demands in 1957

Mujor. influences which underlay the 1955-56 expsnsion
of economic activity acted with diminished force during the
progress of 1057. .Among tha reslignment of demasnds was
the involved in inventories—n typically wvolutile
factor in cyclical movements of buginess. During 1955 and
1656, demands for the Nation's output included new invan-
tory reguirements of $4% hillion amnually to meet the en-
larged cutput and the shifts in the composition of the finnl

Lilr

In 1957, such requirernents were small, and one of the
fentures of the vear wwas the manner in which business moved
t0 balanee inventorics with ssles. Movement of goods into
inventery wos sharply curtailed in the first three quorters
of the year and in gemeral—with some axceptions—inven-
tories were not permitted fo get out of line with sales.
However, with the change in the general pace of business in
the fnal months of the gear——stammmg- from ourrent and
proapective shifts in the demands for final products and in-
dustry’s incaessing capacity to prodvce—current demannds
were met in part from aceumulated suppliea, with 2 conse-

uent effect on current production. mimitinents were
;lhnﬁcnﬁd, and grenter efficiency of output and distribution
was sought. -

In carly 1947, some basic commodities, such as steel, were
still in heavy demand snd forward commitments to huy were
well sustained. However, capocity. o produce these
was being sharply roised while cxpansion of nggregnte de-
mands was slowing. Delivery schedules wers considerably
shortened and customers ware shle o provide for their own
markets without additions to the stecks on hand.

Ales, wealmasses wepe showing up in the prices of gcarksin
Taw maberials, such as steed scrap and nonferrous metsls.
These vecnsioned precautienary oubtbecks in ordering by
users of these materials.

Finally, the sxpansion of industrisl copacity was proving
to be less urgent in view of general market developments,
In contrast to 1956, when pipelines were being enlaxped to

mest the needs of capacity expansicn no further additions
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to inventories were required on this account in 1577 =~

Record plant expansion | .
Rising expenditures for plant and equipment had provided

e

-

» mejor-stimulus to economic activity in 1956, Most of the
expansion n ontlays had been achisved by late 19568, when |
the anausl rate of investment smoun to $36% billion. <«

During 1987, the high rate of installation was maintained,
with h}gh&fﬂgqm largely responsible for the rise in dollar ™
outlays. lications o4 year-and pointed .
of fixed business investment in the period irnmediat
ahead, as realization of some of the expansion gosle an
the overall dip in business ﬂﬂﬁﬁg Brought & widening gep
hetween eapacity and the demands being placed upon 1t

Foreign demand porallels general pattern “

Foreign markeis were & major factor in the expansion of
domestic businese in 1957 es a whole compared with 1958.
After allowdnee for price ehanges, the increased volume of

to a lower level

i
-

i

exports {(excluding military supplies sod services transferred _

03 t aid) amounted ko aboui $2 billion, or 8 £,

be high peint in exports was reached during
of the year. While siill continuing in large valume, exports
daclined moderataly in the middle months. The rate of
decrease accelerated toward the end of the year, thus con-
tributing to the dowaturn in business.

Changed Government requirements
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Actual and ective changes in the demands of Govern-
also ol;

ment wers also of special import in shapini the pace of
Eeuaml ecotomic actvity in 1857, Purchases by the Federal

overnment picked up 1n the latier part of 1956 and con-
tinved oz en upirend tbrough lest spring. Theresfter,
budzstary pressuras wara in the direction of lowerad outln;
snd new contracts placed Iast summer and early fall by hﬁ:
Government fell o Federal outlays undarwent o
alight reduction in the and fourth quarters; and
bined with the cutbacks then in prospect, they had =
dampening effect on business. -

New international developments, paorticulerly in the
missiles field, brought g reappraisal of security require.
ments in 1ate 1957 which changed th::dpmture. The new
budgets for fiscal 1958 and 1959 peoin
spanding in the peried abead. T
reflecta
of 1957—a rise scheduled to continue over the near-tarm.

A modearste increase over the fourth guarier 1957 rate of
Federnl Govarnment ditures on goods and serviess
is now jected for the middle of 1958. i
present budget plans, p 1gex for
projected to run ahout $2 billion hl%hﬂi." than, tha total for
the current fiscal year. The 1339 budget al=o cells for g
further incronse of $1 billion for granisan-aid to State and
local governments in eennection with accelerated rosd
construction and for increased social security benefit
Phymenta.

changs in DO Was

Consumption rise moderates

Consumer buying helped shape the expansionary eco.
nomic picture in 1955 and 1956, and again in 1957, though
some of the saclier buo was lost ih the latest pariod.

Automobile purchasss in number held nesr those of 1956,
but hed a ligher value. Purchases of other consumer
durables were likawise nioderately higher in dollar terroe
and about the same in physical volume.

According o
upahasez for the 1969 fizcal year are o
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nondurable goods and for-services wus aiso higher in 1057,
and here the mereases were in both dollar and wolume terms,
During the closing months. of the yerr, consumers held
their buying ¢lose to the high for the year. There was some
evidence otg & lessening tendency to aecquire new debt. A
more infleentisl factor i the tepering of consemer spending
was no doubi the decline in personal income coincident
with the higher preveiling pricez of goods and serviees whish
brought. reel purchasing power at year-end below a year
earlier; this was in coatrast to¢ sizable year-lo—year gaine
axperienced in 1956 and early 1957. -

Differing industrial impact

Tha broad changes evident in economic developments in
1957 were bound to have a diferentiel impact on industrisl
markeis, *Manufacturers were among the first to feel the
sressures of readjustments, thowgh cutpui eontinuad hﬂﬁh

uring most of the year. However, tha subsequent slide

bruugit. manuiacturmg output by end 7% percent
belaw a year earlier. Within manufactaring, production
shifta varied widely. Oukput of steel was less than 60 percent
of capacity in ember, " com with wirtuslly full
nitlizetion of facilities at the stert of the year. On tha
cther hand, produckion in some fndustries, notably non-
durnbles, wos susteined ot yenr-enrlier rates.

Activity changes had s particular impaet on the raifroad
indusicy; freight carleadings at the end of 1957 were off by
cne-sixth from a vear er. While electric power output
was bfected by the cutback in industriel activity, the under-
lping growth factors for this industry helped maintain an
upward trond. The gnin in electric output from 1058 to
1957 was close 60 5 percent, but hy Decomber the year-to-
Feor gain wes balf this rate. ) . X

In contrast io the decline in indnstrigl production, private
construction - &ctivity was generally stable. The 2-year
decline in residentinl vonstruction was halted by mid-1957,
and & higher rate of activity was in evidence during the
second half of the year. ivate housing storts for the
year as o whole weve down about 10 percent from 1956
and 25 pereent from 1955, .

In line witk the record demands of business for fixed
copital expansion, nonresidential building continued to Tise
o4 & tapered rate through thae early summer and then leveled
off over the remainder of the venr. The dollar total for
1957 wns about 7 pereent above the previous year.

Easing of money markets at year-end

The chugge in the general economy in the final months of
losi year led the Federal Reserve authorities to modify the
policy designed sarlier to resitrain inflationery demands,
IMscount rates were lowered by one-half of & percentege
point In early MNovember. action, ecombined with
geneia] copital market developments, vesuliad in noticsably
er oredit conditions. By the end of Decernber the
decline in short-term interest rutes had wiped vut she pre-
l'l?lﬂ-l.l.ﬂ year's advancs, and long-term intersst coste were aluo
OWer.

. In part, thesa developments reflected a reversal of borrowa
mﬁ trends by business firms. With working capitel needs
reduced, busimess liquidated some of its b debi, in con-
tract to the net borrowing which had bzen underwoy since
mid-1934. While it was still too early to ses the impact of
these developments on mm.gﬁgnﬁnaming, it seemed clear
that for the firat time in more then two yeara some of the in-
fluences whick had been reatricting the availability of resi-
dential financing, and perhopes also the financing of Siate and
local government projects, wers in the process of Inda
1L the year by the eacing of money markets, :
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Year-end position

Summing up, at the end of 1987 the business situetion
ahu&vad epsing tendencies, with the following highlights
evidant:

1. Consumers in late 1957 were purchasing at a hi}h
rete—slightly below the peak reathed in the summer of 1957,
This reﬂ%nt-ad roecord high incomes over imost of the d;y;m’
and more Tecently a reduction 3s amployment turned down.

Unemplo t rose noticeably over the year-end. The
impact of this development on incomes wis pariislly offset
by higher unamilnyment Com tion. Incomes were also
being sustained by somewhet higher basic wage rates, which
gerved in the a.g'gl:r{egate t4 compensate for reduced premiutns
for gvertime work. . ‘

2. Business sales were being maintained Jate in the year
at o somewhat better poce than production e some demands |
were being met from inventories. There was no apparent
presaure to liquidate inventories in any cumvlstive degree,
nfthough l“Ea.rf.mul:u:r indwstries were evidsntly striving to
lower stock-sales ratios, The firmness of prices throughout
the year wos undoubtedly o factor in the orderdy adjustment

of inventory under way at year-end. While some materials
prices had been under o dowoward stress duri:}ghlg&j , Price
trende in genersl were stable or spmewhat bigher in most

marlets.

MNew orders placed with mannfactorers fell short of ship.
ments in 1957, Almost helf of the consequent reduetion in
umfilled orderz ocourred in the transportation agquipment
industry, primarily in sircraft, Hoewever, in the closing
months 1957 the bacidog downtrend for sireraft was
reversed a8 defenige ordering accelerated sharply from the
low rates prevailing in mid-year. ]

2. The rate of business ca;:acit.; expansion—and its
sttendant demands on the Nation's resources—appeared
{9 have reached it crest i late 1957. Forward programs
indicatad some reduction. There ware o few industries in
which capacity limitations were at year-sod importent in
shaping output policy, but more typicolly excess capacity
grow moderstely with the fall-off 10 sslea. Howewver, the
rizte of technological progress was high and thers were ia.rga
cnpital nesds to trenelats the results into business, Govern-
msnt, &nd consumer use as well as to brosden the fruits
of earlier progress.

4. Forelgn demends wers high For 1057 as & whole, but
tended downward over the latter half of the year, These
tendencies in export markets contributed to the changed
pottern of domestic business setivity.

3, Demonds of mdividuals for new residential properties
firmed in the latter hall of 1957, though atb a rate well below
the peak reached in 1955. Housing finance in 1957 wes
undoubtediy affected in specinl degree by the tighiness io
credit berms; hence it 12 possible that the lata 105 aasmﬁ in
money morkets conid serve to make for preator availahility
of funds to stimulate effective demand for new housing.

§. Credit stringencies, which reached a peak in the foll of
1057, were grentl aq.seci by the and of ths year dus in part
to the fall-off iv Dusiness demand for short-term eredit and
in part to the fexbility of Fedaral Reserve tgnliﬁmﬁ aimed at

viding credit nesds without. permitting the resumption of
inflationary pressures, Interest rates—particulary for short-
term funds—were lowered sharply in the final months of the

year. .

7. On the side of axpansion at year-end was the ack
of increased Government p . As late g the third
quarter of 1957, hudgawr{‘hwnsidm*aﬁons were tending to
restrict Federsl outlays. 8 international situa-
tion esused s reappraissl of netionel security requirements,
and the new budgets for the ramainder of the current fsoal
year and the year ended in June 1959 pointd to an, expansion
of Fadaral outlays.
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:Wa fiona/ ;yncome
anp!pmc{ucf in 1957

GRCIBS NATIOMAL product totaled $434% billion for the
ﬁ.“} nd'ir‘andmf to o new bigh in both volume and valne.
portion of the jncresse accounted for by prices was
grenter than the rise in physical output.
- Successive guarterly increnses carried the seasonally ad-
justed annual rate of GNP to & record $440 billion in the
third quarter. In the final &W it dmpﬁed hack to n rate
a little below the total for the year ns o whole,

Pargonal incyme, showing o geperally similer pattern of
change within the year, was ai a record $343X billion for 1987,
Itz & percent expansion, shout patalleling that in gross
natonal prodwct, centered lu'ge{;r in labor income and
transfer payments. hla ineome was up approxi-
mataly in propoxtion, and ite $13% billion advance was
m&}g&d by & rise of almost the sams smount in consumar
spending. .

The remainder of last year's $20 billion ineresse in gross
national product was ascounted for by higher %umhama by
the Federal and State and local governments. 'Total invesi-
ment was sbout the same as in 1058, with substaptial
Increnses in fived papital outlaye by business and in net
foreign investment t by a faviker decline io residential
eonstruction and by the disappesrance of inventory necumuy-
lation &% an expansionary factor.

In terms of the disttibution of GNF by brosd types of
produet, services showad the sharpest increase from 1956 and
¢construction tha leasc. The ouéput of commodities—both
durable and nondurable—was vp about 6 percent i value.
(See tnble 2.}

The industrial structure of production in 1957 festured
& corregponding relative expansion in the service arud utilig:r
industries, and certain lines were clearly affected bﬂﬂm 8
in construction sctivity. However, shifts within t AT
seem £ have besn much more morked than those which
emarge {rom a comparison of the year a8 1 whole with 1956.
The induséry chanxes which took place in the course of 1957
mcluded, m icular, a softening which was widespread
mnong manufae lines and extended to certain branches
of tronsportation and mining as well, .

GNP down in final quarter

Recent quarterly chavges in national
final purchases are presented M table 3, tofal GNP
is the mors slosely related to the susrent employment situa-
ticn. The movanent of final purcheses iz cant &
absiracting from the volatile i.lwentorjr-dmnmga iem b ug-
mw'ef tendencios in the lmger segments the Nation's
market. :

nct snd in-
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The lowering of GNP in the fourth quarter of 1957
veflected a lwrg.ng off in final dermand and limited but wide-
spread liquidation of business inventories. Final purchases
were affected by & continuation of earlier declines in ontlays
for national defemse and in axports, as well as by o dip in
consemar purchases as disposable income fell off slighily
from the third-guarter xate. The principal offseis to theso
declinee were in -fixed investment—incuding residentizl
building—and o purchiases of State aand local governments.
* While the fourth-quarter reduction of final p wag
in iteelf relatively smail, if, contrasied with & long zeries of
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pi'avimm- narterly advances averaging $5-36 billion. The
TWH%. ol} n thus represents s major shift jo final
eTR0D

Changes in prices and veal output

The volume of cutput rose about 1 percent above the
previons alltime high reached in 1956. {See table 4.} Total
man-honrs worked evidently were about the same in the two

Years,

Within the year 1957, the phyasienl volums of production
f ately stuble during the first 5 quarters belore
recading from its high plateau. The rate of total ontput in
the fourth querter was off moderately from a year enrliar,
though the Jur: agersgate held sbout even.

Among the broad entegortes of gross maticnsl product,
Em:p advances from 1956 to 1957 were most prenounced in

usiness plant and equipmeat and in Government purchases.

Advances in these lines tapered iast year, however, with the
slowing expanzion of reel mvestment.

Consamer-gocds prices roze on a broad front duriog most
of the past 2 vears, and for 1057 as a whole durables, non-

durnbles, and services alike showed increases of 3 to 3% per-

cent, For the total GNP, the rise in the implicit price
duflator last year exceaded ivy nearly o percentage point the
3-percent advance from 1955 to 1956.

"
Rise n incomes

The uational income at $358 billion was up roughly $14%
billion lnst year. The ¢ontinved upirend in ¢mployas com-
pensation accounted for $13 billion of the exponsion, Most
other types of income nlso registered increases, )

te profits through the third quarter showed Jitile
change from 1166, however, and a drop 8 indicated for the
final qumrter. The extent of the decline cannob be computed

ot this tirme, in the absence of the requisite basic dats.

Consumer Buying

FPersonal consumption sxpenditures of $280X bihon were

up 5 pereant in 1937. ‘The penk carae in che third quarter,
W the seasonally adjusted annual rate reached #$283%
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Lillion, Although a decrease was recorded in the. final
guarter of the vesr, copsumer buying was still 4

higher than in the ssme quarter of 1956. Most of the
196657 risa reflegted hEMr prices, with real relume having
inereazed only moderataly,

More spent for autos

Consumer outlays for dursble goods last year, at 535
biliion, ware np modera from 1056 ns dollar aote sales
recoverad part of the decline which hed: baen repisiered the
year before. Purchoses of other durables, chiclly faruiture
and household appliances, held about even, :

Consumers spent $15% billion for sutos and pavis, $1
billior mors than in 1956 but $1¥ hillion helow the record
set in 1955, Last year’s rize reflected mainly higher prices,

Plant' and Equipment Expenditures
Record addition to plant Tacilities in 1957
Rillion Doilora .
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pm;tg offset by & small relasive shift from medinm- to low-
}n'i cars; t.I:.E:a nymber of new sutos purchased diffared
ittle from 1958,

Outlays for nondurables, services up

Personal consumpition expenditures for nondurable goods
totaled $14¢ billion last year, § percent more then in 2058,
These outlays sceounted for one-balf of all consumer spend-
ing, their fraction of tbhe total leveling off in 1957 nfter
having declined in most other years of the postwar pariod.

The major part of the 1957 increase in nondurables was
in food, wlh&m a mmrked pries advance occurred. Cutlay
for oil and gus continued to ize sharply in 1057, In sddi-
tion to tha effect of higher prices, thare was some increqss in
the physical volume of consumption in each of these
categories, .

Outlays for clothing and oiber nondurables incrensed
moderotely, though in most cases by lesser smounts than
in 1956 and with price rises a significant factor,

Expenditures for conswmer services in 1957 advanced 35X
billion sbove the $100 billion totsl of the year before. The
ineresse was widely distributed among the verious t
of merviges, and & significant part of ib reflected & hﬂ%ES
volume of consmmption. Spen on housing and household
Epe;]'a_t,inn, If;:ér example, rose 1:;1 the incrtie:se:f n:jjigg:mr mﬁ

wellings and higher average real consumption of utility
other services, as well as with the advances in rentals and
some other rates, Somewhat more thao helf of tha total vise,
however, secips t0 have been accounted for by an increase
in service prices parallsling that in prices of consurner
commodities.

Business Investmeni

(Grose investment in 1057 approximately matched the peak
achisved for 1956. A number of important changss occurred
in the composition of the total,

Table 2.~Gross National Product, by Major Type of Produet

LEMlonn of defnrs]
1853 168 1105 1558 1987

Gross natienal product. . _ BR3.2 | 361.2 | 390.7 | 4147 | 434.¢
Goods.. oo 208.9 | 197. 4] 714.4 | 226.0 | 238. 6
Dareble_____________ .| 792 | 7T0.7| 314 62| 901
MNondurable . ooo.—...] L27.7 | 1267 | 135.& | 130 8 | 146 5
- 19,1 § 1241 | 327 142 5 | 260 7
Congtrugtion. .. ... . ar 2| 39 T 44, 8 16 1 47. 2

Soarce: I, 8. Dupantovent of Commeno, (HIkes of Buskeess Bopuomics.

‘The total vaine of residential building was lower in 1857
for the second successive .. AL 18 low last spring, the
geagonzlly ndjusied aﬁnﬁjﬁw was down $1% billicn, or
one-tenth, from- the m_.%uaner_nf 1956: . By the final
querter of 1087, about §1.billion of this degline had been
recovered. . 0 - o oow o T

.The drop from:= 1956 to. 1967 -in the fvll-year totals for
residential building involved contraction in new mor
berrowing. The volume of borvowed funds available for
regidenti ﬁﬂancigg was resiricied by the geperally tight
credit conditfons whish prevailed over most of the year. In
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ticular, the continuing rize in interest rates for most
orms of long-term investment tended to place Government-
underwritien mortgagas, with their interest-tebe ceilings, ni
8 ﬂgg:ﬁmtiw disadvan Conventiona] financing was
generolly available throughout the yesr, though at rising
rates of interest.,

White the rpte of home-buying declined, individuals
stepped up their scenmulation of corporate securities and
other finencial earning assets. Ferzoms' net purchases of
corporate segurities amounted to $3 billion in 1957, com-
pared to 54 billion in 19566 snd lesa then $1% hillion anonally
in the early postwar period. Savinge nccounts were likewise .
up substansinlly in 1957. Holdings of lower-vielding types
of liguid &ssets, on the other hand, wera generally even or
Jdown st year-end.

Table 3.~Grom Madonal Froduck and Fioad Parchases (Scasonstly
adijusted annwexl rates in billions of dollars)

Gt Leqw r Chgareid

Toar and querpar rhm" wrﬁw pm}‘t&m

se—1. el Ay, X L2 40O ..
B 4 I 1 L 1 4§ a2 62
nm. 418. T 23 4134 T2
Y e e 425 0 ol 4P 5
108 =] e e © 4209 O 4y a0
) (R - . 1. 280 43%L6 27
0 R 440 0 5.0 4370 44
IV, e - 4328 =27 4833 -1 7

Brurey: T, 8, Prapagtovent of Oomumerao, Ofice of Ensinos lea.

Iz ihe uitition of wesets in 1957, individusls again
cxpandad thenr debt. The increase was, however, somewhat

lasgs than in 1655 nand 1956, when the debt expansion wos of
record preportions.

Further expansion in plont facilities

Mozt ndustry divisiors contributed to the further rise in

lant and equipmeni expenditures from 1956 to 1957. The
'F b relative incresse ocowrred in the public utiltities, where |
outleye jumped by more than one-fourth—doulle the 1555
36 rate of xise. ¢ raiiroads raised their total expenditurs
by about one-eighth, as did the comumunisations industiy,
Other industries ganerally reported investrent up moder-
ately, though in commercisl group it was off some 10
percent from the yeoord 1958 figure. In torme of dollar
megnitude, the ]iu al increases wers those recorded for
menufacturing, the utilities, and the railrosads. .

Manufacturing invesiment up

Manufscturers’ outleys for new plant and equipment
totaled 316 ballion in 1957, 7 Eecment— mere than in-the ,glre.
FIOUE Fear, of dnrabie- and especially nondurable- -
goods produsers contributed to the rise. oo

In each branch the 1 b relative increases from 1965
wera thosa reported by basic materials cers. Table 7
compares theze increases with those for other manufacturers.

Durable-goods manufacturing industries outside the pri-
mery matals groups showed mived frends, depending on
the markets for their own products. "4 npmfmr of indusiiies |
such a3 nonelostrical machinery, selling primerily to busi-
ness oo oopital account and to mgovprmnant, raised their
investment pro s, ‘Those producing consumer dursble
goods, residential construction materials, or related products,
pgﬁﬁtha otker hand, generally invested less in 1957 than in
1 .

-
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The electric and gas utilities, which had been increasing
their fized investment virtually uninterruptedly during the
Emtwar panudi reported a further sharp expansion in 1957,

a3 Companies sg&ndmg Tose the more I‘ﬂ-gldlj" in the first
half, but turmed down toward yanr-end, while axpenditurss
by the electric utilities continued upward and are expected
to rise still forther in the initist quarter of 1958,

The substantinl expansion in railroad ountlayz in the first
three gquartars of last year carriad the 1257 tofal abors 1956
despite & drop in the fourth quarter.

- Financing corporate investment

T

Last year's inoreagzea over 1956 in business fixed investment,
was essentially s reflection of the expanded oudlays of
corporations. These were finsnced without a ropetition of
the gubstaptial 1088 rise in long-term benk borrowing, as
flotations of new corporate bonds and other seourities

¢ jumnped from $8 hillion to $I1 hbillion, a postwar high.

. 1957, repayrnents matched new borrowing during

garly all major induatry groups inereased their calls on
the sapital markets in 1057,

Debi izsnes continued to sceount for by far the larger part
of corporate security financing, and came to market in heavy
volume throughond the yeer. uity offermgs, in controst,
taperaed somewbat in the latter R

As tha Corporate Financing chart makes clear, internal
sources in 1967 were again the meinstey of corporate finane-
ing. For the sscond successive year, corporations suppie-
mentad their operating sources—retained earnings and
depreciation allowances—by liquidsting Federal securities.
These three internal sources combined provided a total of $28
billion in 1957—a [ttle less than the year befors, but well

abuve Prior year.

Whﬂme demand for dong-term funds remained extremely
higk in 1957, corporations’ use of new short-term ﬁn.anmneg
was grestly reduced. In gemeral, this reduction stemm
primarily from the adoption by business of a more congsrva-
tive inventory policy, and was most prooounced in the latter
part of the wvesr. Accordingly, thouph the vuyptrend in
shori-term business debt to which had extended from
ried-1954 1958 continued &t a slower pace in early
the summer
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and appeer to have brought about some net liguidataon in
the ﬁ]J;al gquarter. Virtually all major industry groups
showed this slackening of demand for banl funds. )
The inaease in long- and short-term debt combined,
though not sc sharp ae in 1956, involved further additions
to fixed servicing es; and the higher inferest rates on
funds horrowed last year alse confributed to this effset.
With profite soinewhat below the previous year, these charges
constituted a considerably larger share of corporate income,
The ratio of interest payments to profits before faxes and
interest was about 13 percent for 1957 ss a whole and somo-
whei higher 2t year cnd, as agninsté 11% percent in 1356
This interest burden, however, was still Telatively light by
rewnr standards; the comparable ratio in 1929 and 1939,
?ur example, was 30 percent.

More conservative inventory policy

A polisy of restricting the prowth of stocks was initiated
early in 1857 in many lines of business. Since the autumn
of 1954 a very substantial buildup of inventories had accom-
panied tha widespread expansion of final-use demand, with
tha marked rise in new snd unfilled orders for capital aquip-
ment snd militery herd goods hamﬁad an espe y[
& affzct on Inventory noeds. agﬁregabe fina
demand remaiped high in 1957, iis growth slowed; this,
together with the sontinued high vate of fixed investment,
contributed to 8 lessening of pressures on capacity, an easing
in supply conditions, snd a sufbﬂrﬂn% of prices in some
market aress.  New orders for indosirisl poodes reached their

ank Iate In 19566, and their subsequent decline with output
igh brought & steady reduction in backlogs of ed
orders.

For these m‘id other reasops, afier t.lim end of 19%456 inven-
tories in many lines appeared adequate for current operations,
and nonfarm mventory building wes reduced to a sessonally
adjusted sunual rate of $1% bilhon during the fitst 3 quarters
of 1857. Ewven this limited expeozicn came to 2n end by
Beptember, and stocls were drawn down in the closing
months of the year. For 1957 as s whole, apart from the
effects of price advances there was virtn no change in
total nonfarm inventories,

Tahle +—Gross National Produet ar Expexwliture it Canstant Dollars anid Implicit Prleo Dedators for Gross Notional Producet, 1958-57
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Rise slows in manufacturing

L4

The machinery, aircraft, and fabricated meatals industrias,
which under the impetus of the continued upswing im de-
mand for rears’ durnbles and for defense equipment had
accounted for 8 major part of the 1956 increase in all dur-
ables manufactirers’ inventories, last Jear reported compar-
ntively Littla chmge Sales being fairly well maintained, the
stick-sales ratio for these industries ot the end of 1957 was
sbout the same as a year earlier. metal mann-
facturng, howsver, the total value of ferrous producers’
stocks in particular eomtived to rise olmost to the end of
1957; and, with sales declining the inventory ratio inereased
spbataotinlly. ] . -

In the nonducable-goods industries, accumuladion tapered
during the first half, and liquidation developed theresfter.
For the yesr as » whole, increases wwers smaller than those
of 1055 in most of the linse for which separate date mre
available. In general, stock-aales ratios showed moderiate
incrensss, -

The limited rise in book value of manufacturers’ inven-

tories during 1957 centered in finished 8. Among non-
durables praducers, apart from a rise in the petroletym grou
such stocks were generslly stable in 1057. Most durable-

goods industries, by consrast, reported inoreases in heldings
of finished sbuci:s; in the nie, these rose almost as
much last year as during 1956, and fully aceounted for the
1957 growth of inventory book values in these industries.

Trade inventories cut

After rough adjustment for the price factor, the tendency
to liquidation appears to heve been peneral both in whole-
sale and in retail trade, although sutomotive stecks sad
the holdings of food retatlers may be netcd #s exceptions.
Retail sales of nondurables rose t]{ruu the greater part of
the year, and the stock-sales ratio for these siores was
m:us:demialy lower at the end of 1957 thoan o vear earlier,
with most lines of trnde contributing to tha reduction.
Among major hard-goods retailers, the principal change in
such ratios was & substantial rigs for nuto dealers.

SURVEY OF CURRENT LUSINESS g

Both durable- and nondurable-goods wholesalers' stocks
ghowed substantial net liquidation last year, if allowance iz
made for the higher average unit prices reflected in the book
Talues ut vear-end. : _

The adjvstment in businese inventories which feafured
the final quarter of the yesr reduced stocks in manufacturing
and trade overall by less than $1 ballion, or roundly 1 percent.

The pattern was consistent with the tendencies
appareat for the year as & whole in contrast to 1956. In
mapufacturing, the drop centered in Jdurables lines, as had
much of the earlier tapering in inventory growth. In the
fourth querter the primary nonferrous metals group joined
the general trend to DLguidation. By = of fabrication,
the cuts were mainly in ds in process of durables producers
and in holdings of purciased moterials, )

In irade, inventories wers Teporied ap in the fourth.
guarter by dureblegoods tetailers—nonanto as well as
suto—while the overall liguidation of nondurables was
accelerated,

Government Purchases

Government purchases of = and services were up
56 hillion, in 1957, with the I Government: accounting
for helf the advence and for nearly three fifths of the yoar's
$86X billion total. Rising prices contributed in large measure
o the expansion in dollar outlays. The raie of expenditme
leveled off in the latier Lislf of 1957, az inecremses in Stato
and loeal purchases were offsat by reductions in Fadersl
defense ﬂ:-unding (table 8).

The advence m Federal Govemmment purchages contered
in national seeurity outlays, ‘These outlays—which include
purchases for the military assistance program, the develop-
ment of atomic energy, and the stoc}:lpﬂ_ing of strategic and
criticel materials—reached ap anmusl rate of $46% billion
n the April-June quarter, and theu tapered off somewhat in
the lotter parct of the year, Expendituresz for major military

Tahle 4, —Relayon of Gross National Produwoi, Natione]l Incomnc, anid Perapnal Inconea, 1953, 14546 and 1957
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pracurement iterns were one-eighth above the 1958 totsl,
reflecting stepped up procarement of airaraft and guided
migsiles. Expenditures for the tes and evaluation. of
newly developed weapons and other military iterns also in-
creased during the year. - .

_ Nonsecurity parehnses, ineludin&thé prica-support opers-
tions of the Uommedity Credit Corporation, showed little
overall change from 1956,

Stete and locgl government outlays for goods and services,
which have incrensed each year in the postwar period,
advanced 9 percent last year to a total of 336 billion. ~ Com-

CORPORATE FINANCING

New Capital Regquirements
In 1957 Featured:

» Further axpansion of fixed capital outlays
» Sharply reduced inventory accumulotion
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Febranvy 1958
Tabla 7.—Flant aud Equipment Expeoditures.
1 Changs

. R Bitonk g gonsyy D! Tgment
Drsfile-gaods manufaoturers. - £0 04 #
FPriroary jron and steel__ .. .._ 12 .7 .4 B4
Primary nonfermpns metals. .4 .8 4 306
Other. . iea——- a9 LW - & -5
MNondurablegaads manulactarers T8 B0 . a
L e L5 1 .3 an
-Petrolemm ... ... . ______ a1 b 3 4 i2
Cbhero .o L ___. 27 27 .0 0

Epurey: U, &, Department of Cocnmgbow, Oflce of Poainess Eeamenndn .

pensation of employess, outlays for mmtru{:tiun,l and -

purchases of other sommodities and services from business
wera all 8t peak yearly totals. .

_ 4As shown in tabls 5, total Government expenditures
ineluda not ooly purchases of snd zervices hut also
trausfers, interest payments, subsidies, and, in the case of
the Federal Government, grants-in-eid to the State and
local povernments,

A5 measured In nationsal incorme accounts, Federal ex-
penditures {otaled more than $79 billion lest vear as com-
pared with $72 billion the yesr befora. As notad,
35 billion of this increass reflected expanded purchases,
Trapsfers were glso higher, & 32X billisn advence soverine
increased benefif paymants under the social security program
a5 well as highet compensation and pepsion payments to
vetarans, (rants to State and local governments were up
from 1956, primarily because of the h hwa%rgmfgmm. An
Inerease in subsidy paymeuts reflected the first full year of
oparation of the zoil bank program, together with the greater
losses incurred last year in connection with the export of
sgricaltural commedities for foreign currencies.

Federal revenues increased $4K billion in total, a2 per-
sonal tazes rose with the expansion in incoms and contribu-
tiops for social insurance also edvanced, With expenditures
rising §2% billion more than receipts, however, the surplus
on mcome znd product account wes reduced from $6 billion
in 1966 to 53!{Lclllﬂ]jun last year.

State and locel governments expended o totsl of $40%
billion laet yeer, 2% billlon more thon in 1956, Prig-
tically oll of shis increase was for zoods and services. Though
it was asccompanied by increased properiy and sales taxes
and grante-in-aid from the Federal Government,
the deficit on income and product scconnt roze $4 hillion
in 1857 o $2 billion.

Implications of new budget

Federnl purchases moved up in sach quarter of 1956 and
condinued &0 rise through the second quarter of 1957, when
defense outlnys began to taper off, However, in Lipht of
the latest budgetary estimates of Federal sxpendituras for
the fizcel years 1958 and 1959, these expenditures are ex-
pecled to strengthen in the next several quarters,

Table 9 summarizes Federal receipis and avpenditurss
a6 shown in the Budget, and gmaema a, translation of these
estimates to the income and produst account basis,
moderate incrense over the Qctober-December 1957 rate of
purchoses iz projected by the middle of 1958; and for fiseg]
yoar 1959 as 4 whole the Budget implies s purchases totg]
up sbout $2 billion from fiscal year 1958, Aronad thres-
fourthe of this increase iz pr ed for defense outla,
covering larger expenditures for puided missiles, nanclesr
ships, research and development, and newly developed
wanpons and materials, .

. The Budget also indientes a furcher ineresse of $1 billion
in fizcal 1959 for the non-purchase items: Grantg-in-aid tg
State and loeal governments will be greater in 1989, re-
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flecting accelerated rond construction under che interstate
highway program; and sociel security benefit payments will
continue o advance. i

Even prior to the time when the purchases are paid for,
the letting of Federal contracts has an important impact
on- economic- activity.. Ia the lnst half of calendar 1957,
obligations covering pew contracts for major procurement,
copstruction and other defense items dropped t¢ 38 billion.
In the first half of calendar 1968, however, thiz lotel iz
schaduled 10 rise above $13 billion.

Income Expansion

The 1956-57 rise in the value of E‘me.s national product
wes mirrersd in natiopal and persenal income, Jodustradlly,
the advance in national income was most pronounced in
publie uiilities, trade, service, and finance, and least in man-
ufacturing, oimng, and travsportation, which uauallg are
much the more sensitive to changes in oversll demand. A
related pattern appears when last year's rise is analyzed in
terns -:Fiam:oma types: the typically less sensitive or trend-

Table B—Goveriment Reseipts and dimrea on Ineame and

Produet Aceount, 1
[Nzt of dolhrs]
1858 H5 165 158 7
Fadaral
Total ceceipd e e oo a e TO.4 | 649 | T2. 8 | T 2 3.6
Fersonal tax and oontax Te-
eelpta. . 241202 | 31L5|8.1| 858
Clorporate profits tax aseruals ] 105 | 167 | 2006 | 2.0 jaceaa-
Indirest business tax and non-

thyx aocruals o oo ... 1.2 101 )10 I8 125
Cantributions for social ipsur-

B o —ommmmemammm e 74] 81| 25105 125

Twetal expenditores. . _.__. .51 604 | 889 | 720 [ To.1
Pumhases of goods and serv-

11 - .5 480 | 46. 8 | 47. 2 al. ¢
Tranafey payments. . ..._- .7 (118 | 125 | 183.6 | 15 &
Grants-in to State snd

Iocel governmoenty__________| 85| 29| 30| 3% L1
Nat interest paid. . cceveeannns 47| 48| 47| 52 b4
Subsidlez less qurrend surplys .

of government enterprises...] 8| 1.2 18| 28 3.8

Surplus on income zod product
ug:nnmma ................. - li=E4d] G| G2 &5
State sod [ecal
Tadal reweiple. _________ .. __._ 28.7 | 50.5 | 3.3 | 3% 8 5. 5
Personal tax and nontes re-

P v e oo —mmeacas] ] 33| 4B 46 5D
Corporate prafita iax acerusls, . B .8 Lq 1.0 Lo
Indirost busingss tax and now-

a5 el m e e c e e wnmm wme o201 (21,8284 246
Contribatioos fo¢ socigl inaue-

BTN e e e emm e e 1.4 L& | A 1.8 &0
Pedera] grants-lo-aide...__._..] 28] 2% 20| %3 a1
Currant gurplus of goveroment

elterprises _ ______..eaao .. 1L3] 14| LE| LT 1.9

Tnl;_‘nt El’-fm“w.;&;' e 28,4 § AL.5 | 34. 53 | 87.2 | 40.6
urchysez of 4 HoTV-

P AR 249|277 303320 360
Tranafer payrment# _ -a_ . az2| 2| 25| &7 40
Het intorest pakd. .. oo.oo-. .3 o - + 3 -6

Suorplus on tncome and product
ransaetions. . __..___.. 2l=L0 =18 |=Ld& =20

Bokrék: . £, Daparkment of Commuorea, OMes of Boddiegt Texppmiea,
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domingted ms:lponants, imludan employes tompensation
and ioterest a diﬁdan_l:'ls, rose the most; proprietors’ anrn-

Tahle Q.J—Eadu'nl Governmmnt Resel

19 amd ditnred Adinin-
istrative Budget, Cash Budget. m&ﬁ"‘ﬂﬂnnﬂ and Produact
" Avcount
|BIHoma ol daliars]
Eatimnles for Sana)
Tau )
(8.3 1
Adminksirative bodgeir :
Heveipta... . : o T2 4 74 4
Eypandituras ———— -4 T2pL& 780
Hurplus or deficit (— e vesememmmmanama smama = — & Y]
Cagh hudget:
Raeceipts PR 1 &1 873
Erpnand iU T8 cam s mn s mmm s m s 4. 9 &6 7
Buepltr, e e .2 .G
Natienad focome and predoct accomnt:
Rea#pEE . e e eree  immmamm—mmem———————— 8.0 i 5
ot T -~ 2L O 840
0TS AT BATYITER . i csimmm e s e 300 50
Dther. . e oo i mmma—caoaa aL & 320
I o L ER U a0 a5

Em;rul: Admlolstratirs and cosk bircecly, Hursan of §he Budget; nodooal amd
product account dats, U, B, uﬁ%ommcm. ému of Blnlhes Emﬁ%
o askbuntay b {he for tha Sscal yeor 15,

inga ehowed a relatively limited advance; and the corporate
profita share actually declined, In part, each of thesarelated
patterns i traceabls to the dechne in economic activity
which marked the elosing months of Inst year,

Industry shift

In table 11, the major industry divisions are grouped ac-
gording to the relative responsiveness or resistance they have
ghown to the broad movements of national demand since
1953, While shere has of course been some diversity of ax-
perience among the industrics within sach group, on the
whole the individual industry divisions have econformed
rather clesely to the group patierns in the four-year period
anding in 1657.

The Arst group includes those lines—manufacturing,
miping, end {ransportetion—in which the 1853-64 down-
swing of naticnal income muainly centared. The subsequent.
recovery was reflected in a sharp sdvoence in these industries
& year [ater; this incrense slowed raarkedly in 1056, partic-
uarly in the ense of menufaeturing. It ta siill
further in 1957, as all three industries reeched peaks in
the first half of the year and turned down in the latter half.

The second geoup of .industry divisions includes trade,
service, finsnce and public utilities; as noted, these were the
industries which regnstered the strongest velotive ndvances
Inst yenr. Though the table ehows c¢leatly that the course
of incomea in these lines was influenced to some extent by
the same broad movements of overall demand which sre
reflected in the first group, this cyelical influence has been
Mmgnq&nvely moderate. Holding closer to sn upward
trend line, the group showed sm in 1854, a ralatively
limited spurt in 1955, and o similarly limited tapering of
axpansion sinee then. Most of these industries apparently
continued to expand thiroughout 1957,

Regent changes in income from ﬁricu]trqm, contiact con-
atruetion, and povanment do not fit well inte either of tha
foregoing patterns. Tha flew of income from government
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has generslly varied like thet from the relatively stable
industries included in the secomd group, but with less
nsion it 1954 and no tapering of annual growth sines,
he conbract construction indusiry likewise conformed
thmuﬁhuut most of the period to the pattera shown for the
second group, but advanced relati g liktle in 1957, In-
COMme nnp'nnti:lg in npriculture emda
1966 and moved up somewbat last Fear,

Types of income
The $14% billiee rise in national income from 1956 to 1057
reflested 2n qxgan.nmun of $11Y4 billion in wages and salarias
an increase of $1% billion in supplements to wages and
; fnd moderate increnses in proprietors’ ineome snd
net interest. Heptal ineome held almost aven, and eorporate
profits were off somewhat. :
Payrolls in 1957, at $230 billion, wera § percent higher
thon the year befora, This relative inerease wos about equal
to that in average hourly eamings, ‘Total man-hours were

FEDERAL GOVERNMENT BLIYING
1959 Budget ludicates Rise After Dip
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littla changed from 1936, ns employment was up ahout 1
pamnul!.]:g_ﬁ averuge hours per waek were down by about the
same fraction. . o

Employment declinad in manufactoring, but advanced in
mosat other aresa of the private coonomy ns well 88 in govern-
meng. There wera mar ad'pagmll Iglmi_rm in wholessie trade,
services, finance, nnd State and local govermments, :

_The rize in su nie to wages and salaries reflected the
higher social security contribuflon rate which went into

Table 1t—Nazitonal Inpqnm by Bfajor Indnsrrial Diviglom, 1953-57

[BiEe o Fdollers]
ltgm g IRt I 1964 I 1955 o | s
Al] indwriries, tedal..._____ 1 AD2.1 | 2998 | &24,1 ] 343.5 | 358. 0
ivulture, forestry eud . ' '
herles o oo | 19.5| 169 142] 10.1] 168
Mining. el 65 4 0 G4 i) g2
Contraet construetion_______| 15.1 15 5 6.6 | 177 18 2
Mannfacturing .| 96.4| 0.0 [ 1024|1081 | 1102
Whelesalo and retadl trada__| S5 511 513 | il £
Fipance, insurance, aod resl
B ey e e 6. 2 281 208 .2 32 4
LY AT 18| 15| 1% 167 | 17.2
Clommunications and public
utihties o e .o 0.0 7 1. 5 12 5 13 3
VIS e —— 28 5| 2007 5 35 4| 3820
Govarnment sod govern- ]
ment anterpriges. .- 353 3SE! 3TT| i 42 6
Rest of the world... _____.__ 1.5 L& 2.4 a1 o 4

Botin; . 5. Depatimant of Comfierry, 00 of Doaloess Econom b,

effect at the beginning of the yesr, as well os increases in
e:|]:npluyer eontribntions under pension, health, and walfare
P HIIE. :

Most of the rempinder of lost yeawr's nationsl income
expansion came in esrnings of proprietore, whera it reflacted
a contiauing rise in trade and service activity, in particular.
Net interest ntoved up, e in cther recent Yesrs, with the
ag:,rnm'un in the outstanding totsl of home mortgages and
0 privats debt.

Corporation profits continmed during the firet threa
quarters of 1957 at an apnvsl rate not much changed from
1955-56, but a pronounced decline appears to have ocemTed
in the final quarter of last year. The pro ive RATTCWin
of percentage margins which has been noted in recent reports
on the national income ond produet was intensified by the
s etatlen in the J 5 the ind

etuiled in the Jan TRVEY, the indys Etern
of 1056-57 chanpes ip m way broadly mnag{snpf with
that of totel national income.

Individuals’ Purchasing Power

; lsersonalminmnr WEE..;G m chuvin t]:;_e ;ﬁ-ly ul_.]r]t. ﬁf
a6l yeat a0 ANFUE p er perk o 7 ion
3124 bilion shoeve the year-snd 1956 znte. T]:ri‘E ansning
decline waz moderate enongh b leave two-thirds of thiz
gain intzct, and the toial income flow for 1057 as 2 whole
gt 6 new annual ﬁﬂ:rél,gs PETLETLL nmthmmﬁﬂ' With
oonsUMer prices up Li] percent over this period, renl
incomes io 1957 were also hiémr then in the pruﬂading’yaur.
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Table Wl:—Changes in Natiooal Income, by Broad Indostry Groupe  ments in this important segment of industry bad fluctunted
' = little in the agpregate. ter Aungmst, however, all but one
_ Povecnt change Tuailnr  of the durable goods groups registered s reduction in pey-
Gllime:  rolls. (Paymenis in sutomobile menufacturing, the excep-
1981 | 195483 | 106838 | 10551 | cdollor) tion, were texnporarily bolstered in November and December
by production of new mode] cars.)

Al indostries, total oo ... J=1.1| 34| &0| 4.2 559 In pondurable goods menutacturing, total payrolls edged
. . upward in the enrly part of 1957 ps the individual indusiry
Mgﬂﬂ‘ﬁ?ﬁ:ﬁhﬂ@#&hm —rolizel 60l 20 1885 ups exhibited stable or mederately rising trends. In the
Iy T ’ ' ' atter pars of the year was some tapering in this sres,
Trads, finance, utilitics, and with activity holding even in zome industries and iliing

T3 41 o T I 2 | T2 67| 63 144 9 downward in othare.
The principal lift to wage and salary iocome enroed in
m::;&é:ﬁ::{“ﬁh ﬁ;:fr:ﬁf private industry in 1957 ¢ame from nonmanufacturing divi-
menddo o] .51 33| 49| 50 77.6  siong. Payrolls inevensed more or lese sieadily throughout
public utiity gmuﬁ
a

Saurce: T. 8. Departmeat of Comasrce, Gillcs of Business Eonotalcs.

The deeling in agsregate individuval ineomes which began
carly last fall, like the expansion preceding it, centered
Inrgely in wage oand salary disbursementa. {I,Daceml:-u
thesa disbursements wera off 1 percent irom their Auvguet
high. This contrection was cushioned in part by unem-
ployment benefits and other government transfers.

Wages and salaries turn down

The reversal of wage trends which be:%ln Inst Sapternber
reflected developments in emp ent, for the moat part.
There was littla change in teend for the nﬁhmrimi Tao-
tors affectd pa';lv'n:ﬁ? 0 the downward drift of averape
hours wor end the upward movement of wage rates con-
tinved throwghout tha year. Dauring the Hirst part of 1957,
tha moderate reduction in the workweek was offset by in-
creased employment so that the upirend in total wages and
snlories stemmed, on balance, from rising pay seales. To-
wartl year-end, however, the combined effest of declines in
employment snd howrs more than offset the continuing rise
in average ho eminga. )
Three-fourthe of the decline in tots]l payrolls from their
summer hﬁl_ll-a occwrred in dursble-goods manufacturing,
Truring the fivst 8 months of 1957, wage and salary disbursa.

the yenr in the service, finance, snd
Orther major industries also showed incrsazea through
sxmmer, but hy year-enid disburssments were off moderataly
in retai , Inining, transperiation, and condeact con-
struetion.

Other incomes

Incoma of nonfarm propric like wages and sndories,
reached a peak in the summer and has since declined some-

what, Farm ﬁmprietm' income exhibited little Bucteation,
and the %12 billion rate for the fourth quarter was the same

as the total for the year.

Monthly -dividend paymenis were a im& atable
% 1057, axospt urj;,nilimp in Denemger whictﬁl-geﬂected
a pr-than~-uspal volume of year-end exira and specizl
payments,

Tronsfor payments incressed sharply last spring, as
gavaral newljrpzligibla ity ies of clai:n:ﬂlgts began rang:l’ving -
old-age benefits. Another sybstantial rise oceurred in_ the
fall and eardy winter, Upeumdploj'ment benefits aceounied for
eloze to three-fifths of this sdvanes, whick by Docember bad
carried the annual raie of transfers %2 billion above the
August figure of $21 billion. Old-age and veterans' benefits
also expanded. .

Tahls 12.—Employmeant, Payrolls, and Averags Annual Earnings by Major Industrial Diviaion, 195557
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roc!ucllian
:bidfriéufion
| am:/ /Qr'fced

RDDUUTI{}N snd distribution displayed verying trends
among the component parts, but the 1957 egerogetes of
roduction and sales matched or hettered the 1056 volume.
¢ generally higher prices at which - 8 were produced
and s0ldi were refiecied in lnrger do totals than those
recorded in 1956. .

Retail sales in doliars were up § percent from 1956 to
15587, while the incresse in volume was about 3 percent.
The walue of maoufaciurin duction inereased 2 et
while the physical volume of factory output was yochanged.
The value of construction was up by more than 2% percent
wherans tha voluma was down somewhat,

As the year progressed, sales and vetion tendad to
slide—earlier in monvfacturing and later in Toteil trads.
Industrial praduction showed no change from 1836 to 1957
as & whole, but the year-end rate weas off considavably.
Most of the daciine was m durable Euads The physical
volame of retail trade reached a peak during the summer
of 1957 (somsopally adjusted) and subsequently dropped,
with only s modeet fillip ocenrring in Decernber from the
Christmas trade.

In residentinl conetruction s limited improvemant was
avidant in the laster half of 1957 following a period of almost
uninterrupted decline beginning in the aummer months of
1855, 'The saasonolly adjusted annual rate of new housing
starte slightly exceeded 1 million in the Juffy—])mamber
period as compared with 960,000 in the firsi half of the year.

“The developments: in production reflected the trend of
order placement during ths year. The easing in output
of the durable goods group was foreshadowed by the reduced
flow of new business with ita accompanying decline in erder
backlogz. Outsianding orders of the meial fabricating
industries declined sie to & year-end total of $40 bilbox,
a cud of $10 billion. Of this amount, approximately one-
half occurred in the ponautomotive iransporiation equip-
ment sector, chiefly aireraft manufackuting which was moat
affectad by the readjustment of defense programa,
thNBw updaraﬂplumdth fur_t“l aqmpn;feqtdreﬂt:;t.

@ taprering off 1a the capital BXpAnsIOn programs ol Mausiry,
and tE:r daqm'mant of orders for certain militery end-items.

Fatronyy 1058

" MANUFACTURING PRODUCTION
Tormed downword m 1957
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The accompanying table shows tie 1855-57 comparisons
for tha major eategories of production and trade.

Industrial Producition

The downturn in industriel output in the closing months
aperations, The
extent of change in putput, as the production shart makes
clear, varied widely among the ajor manvfacturing
industriee. In genersl output in some Mdustries in the
fourth quarter wos maintained at or close to penk rates:
for o large group the decreases from earlier highs were
moderate, generally wnder 5 percent. Dercrsases ware
more pransunced for the durable goods group 28 demands
itﬁ: p'.i'mduc-ers’, military, and consumer durable goods
abated. ’

Record output of producers’ goods

Activity an the metal fabricating induatries, supported by

i backlogs at the beginning of the year, aver-

aged higher in 1857 than in 1956, Output of transportation

eqhujpmant., including motor wehicles, instruments, and

fabricated metal parts increased while machinery production
showed little changa,

Operntions in some dsfense lines were affected by the
cancellntion of defense orders and the slowdown in t-hn;fm-
curement of ceriain military end-items. Others—such as
those working on missiles and other products of advanced
technology—increased sharply.

The direct efiect of the drop n new order placement is
avident from the production curve of the nonautomotive
transportetion equipment industry. The reduction was
centered slmost wholly in plants preducing military type
aircraft for government acconnt. Output of commereial
planes for the year 8s a whale expanded sharply, up roughly
one-fourth, though shipmente m the October-Decamber
period were below earlier highs. Moreover, the develop-
ment of and work on missiles and rocketry, the bulk of
which 1z parformed in airersft plants, was not only more
activa than in 1956 bub was also speeded up particularly in
the closiog mouths of the gea-r od arders held by the
aireraft manudecturing induetry at the end of 1057 wars as

ich a5 at the end of 1954 when they totaled $15 billion,

dustion of other major lines of transportation eqguip-
ment generolly expandsd in 1957. Sbipyards were espe-
cislly aative lE.wLIghoub the year for both government and
eommercial account and backloge in this industry continue

large.

El“Eaniluflna[m of freight cors kept plant operations af an excsp-
tionally high level by turning out 100,000 cars in 1957, the
highest total eince 1848, onthly srhipment.s during the
vear exceedsd incoming business by a considerable margin
a8 the railroads felt the impaet of declining traffic and
enrnineﬁa. From 117,000 c¢aps a6 the beginming of 1957
unfilled orders went to 56,000 cars at the year end, Y.oco-
motiva shops on the other hand delivered somewhat fewer
dissel-eleciric locomotives then in 1955 when I,445 units
wers chipped. | :
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Machinery: 4 good year

Activity in the machi indusiry, ss the chart shows,
was well maintained st & lugh rete through the third quarter
of 1967 and then declined with Ilecember output 8 percent
below the nverage of the first 9 months but still slizhtly above
the av of 1955,

Production of moat machinery products for the vear as 5
whole equaled or exceeded the previous year’s volume, with
gome linee—genarating and tranemjseion sguipment fox the
efectric utility industry, electronio components tnd equip-
ment for both rmilibary and commercial use, and certain
typez of industrial machinery—shonwing greater than avarsge
strength. i

some lines—metalworking machines, wheol-type and
track laying tractors, typewriters, and certain types of
industria! machinery, for example—the drop from the top,
vates of output has been largs,

Tabhle 15 ==Changes in Ehe FPh iral Volume of Froduction and
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Shipments of machine tools for the year were close {o the
high 1958 results, but on 2 menthly basiz droppad from ag
nvernge of $82 million in the first half of 1957 £o $55 million
in Deecember, & decline of one-third. The flow of pew
business bagan {0 deeline from an exceptionally high rate
carly in 1954 and continusd down through 1957. Inm the
fourth quarter, new orders for machine tocls amounted to
%75 million, 12 al:op of three-fifehs from the firet guarter rata
of 1857 and thres-fourths from the same quarter of 1956.
Backlogs at the 1957 yenr end represented 3 months' ship-
mnernts a9 compared with 6 manths at the beginning of the

year, ,
Passenger ears up, household goods down

.&g‘gretgiuta production of consumer durable goods, ss
mensured by the Federal Beserve index (1047-48=100),
was about, game in 1957 asin 1956 which in turn was 11
parcant below the peak year, 1855,  An increase in assernblies
of passenper cars, reflecting a build-up in dealers’ inventories
rather thon eny particular change in retail sales, offset the
decdine in major household s—chiefly apphancez and
telavision sets. : : :
The avto industry bettered its 1956 production perform-
ance by 300,00¢ units, all passenger cars, though totel
asgemblies continued below the record totel of 1955, The
:,renfu:iﬁruduction congisted of 6.1 million passenger cars and

1.1 ion. trucls, a totel of 7.2 million. Within the year,
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output of Aauaengar carg ran well above the 1058 volume
until the final quarter of 1957 when sssemblies were eut
back sharply in with ihe reduced rate of cobetmer pur-
chases of the new 1958 models. This curtailment continued
in Januvary and Februsry of 1988,

Tahla 14.—Industrial Prodoction
[ndex 1Tt 30 | Baxapuaily odpested)
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Prodluction of electrical household appliances in 1357 was
approxamataly 10 '%;ment below 1956 output. Most of the
me]or iines—the Telstively new as well as the old-established
producis—were affected, with decrenses in output from the
1956 k ranging fram 3 percent for dishwashers (o 15 per-
cent for washing machines. Moreover, cutpué of such rela-
tively new productz &s room air conditioners and clothes
dryers—which had registersd contivuens yvear-to-yent pro-
duction gnins throughout the postwar period—showed de-
¢regses oxceeding 1 peveent. An exception o fhe general
downtrend occurted mm washer-drver combinations where
outpué almost doubled. .

]g)lﬂ.ek and white television receiver production of 8.4 mil-
lion sets was 14 percents below 1956, but the output of home-
tvpe and sute radios inereazed for the seeond encesssive Yenr
and crossed the 15 million mark for the firet time’since 1948.
E%'jilnlly impressive were the record sales of more than &
midlisn phonegraphs of all £ and 500,000 tape record
machines for home uﬁe—gth substentinlly sbove 195
totals. The market for culor television recaivers improved
but the volume is still low.

Pressure on basic melals eases

ta supplies of indvstrial raw and senifinished
meterials in 1957 were somewhat below the record volume of
1956. Oversll consumption of materials for the yenr, how-
ever, ahowed little change from 1956 az fabricators in many
eases used up inventories of msaterinls on hand. This was
eapecially trie in the case of metals. )
: %g:a nep nsion in steslmsking facilities underway
sinea 1950 continued in 1957. More thon 7 million tons

Febroary 18

wers added to the Nation’s ateel capacity, raking the total
on January 1, 1958 to a record 140.7 milhon toms.

The industry tarped out 112.7 million tons of steel ingots
and costings 1 1957, o total sxceeded only in the two pre-
vious years, The record rate of steel operations in the
fourth quarter of 1956, a period when sieel vsers were re-
il strilta-depleied Inventories, wus approximately
meaintsined in the first 3 months of 1957, Thereafter, ont-
put moved lower. .

In the final quartsr of 1957, oulput at 25 million tons was
down one-fifth from the near record volume of the first
quatter, with Deeember tonnage st 7.4 millicn tens, the
loweat excapt for strile affected periode sines Septembor 1954,

January and early Febreary the downdri{t in stecl mill
operations was axtendad.

Nonfarrous metal supplier a3 & whele in 1857 were little
changed from the high volume of 1956 as domestic production,
despite some cuthacks in the latter part of the year, sug-
men tad by alarge spdsteady flow of imports, continied in sub-
stantial voleme. Output of aluminum declined: less than
35,000 tons, fhe firet year-fo-year reduction for this metal
in namrly & decade,

Manufacturers’ Backlogs

Reduced as orders fell below shipments
alter 1957 first quorter

GiMkan Gollors [rato 3cale]
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Production cutbacks of neonferrous metads lageed well
behind the drop in shipments te fabricators and, notwith-
standing lareer sples of copper, zina, end wluminuom to the
Government under contract apreements, refiners' stocks
of these metalz axponded duing the year. In the sase of
aluminum, -stocks pow stand argumd 175,000 tons as eom-
En;ed with 102,000 a year ngo. An even higher relntive

uildup oeetrred in zine while the quantity of copper and
lead held by producers inorensed by sizable ampunta.

Since the turn of the year additionsl eurtailmments in the
output 5§ nonferrous metals have been put into effect. The
high supplies and less aggressive bidding by consumers of
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these 3 meials contribuied to productivn cutbacks, and to
price ines froiz earlier highs when aopper, for a::ab::fle,.
temporarily reachad 47 cenis 2 pound in Magreh 1956 before
droppizg back to 36 cenits i January 1387 sud to 28 cents
in ]gwember. _ )
In genersl, the reductions from 1958 output of materials
other thon metals were moderate, except n the case of a
number of building materials and equipment, FProduotion
of chemieal products, and in particular the inorganic and
erganic lines, reached a new peslk in 1957. Bitwiinous cosl
production - tmned downward after having expanded the
previons year.
" Chude ol opersticns veflsoted the fuctuating demand
causzed laagelwdfﬂby the blockade of the Suez Canal which
axtended inte 1457. Daily aversge crude oil output
dropped from & high of 7.8 nuﬁlon barrels in March, just
prior to the reopening of the Canal, to an uverafe of 6.8
million barrels in the fowth guarter of 1957, & decline of
, 13 porgent, '
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Production of nondurables high

Revord output of nondureble goods featured most of the
sar, but nn adging off was n(p‘f&rent. towards the yebr end.
'or some industries, such o chemicals, paper, nnd printing

and publishing which have shown sirong growth trends in
tha post deeads, output in the 1957 fingl querter held steady
at or neor peak rates aond for the year as o whole generally
registered now records. )

_ Production of cigareties expanded for the third conseen-
tive year, Teaching & new fop in 1957, and production of
. manufacturad £ and shoes held at o high pace through-
out 1957,

Clothing preduction held velatively steady unéil #he late
ull months of 1D57, while output of textile mill produets

continued ita rreonlar dewndrift.

Summary of menufacturers’ soles

Munnufacturers’ saies in doflars ave given, hg mtj or indus-
tries, in the nccompanying table, %ﬁm gures include
sole interindustry traoeactions sfnd so do Dot represeut
the value of sales to Aol usws., However, they do reflect
- the shifting pattarn of the pnet 3 yeors,

ACAB =G ——

SURVEY OF CURRENT BTISINESS 17

Construction Activity

. Construction expenditures wexe at a record m 1957, os
public construction: outlays inereased. Total private huild-
ing was about unchanged, with an increase i nonresidentisl
offsetting a decline in residentinl activity - Costs of con-
struction again moved upward, and accoumted for the
higher dollar figures reported for the year. .

A feature of the year wag the hait in the declining trend
of residential umits around midyear. As a result starte
wer¢ ralsed above ths rate of the first & months, though for
the yvear 1067 the 290,000 of privately Aranced housing anits
undertaicen were less for any year sinee 1948,

Starts reached ther low peint in the recant decline o tha
fret quarter of 1357 with a se adjusted annual Tate
of sbout 940,000 units, a decrease of almost one-third from
the previous peak reached in the second quartar of 1955,
By late spring they hod risen fo & seasomslly adjusted
annual rats of about 1 million unite, remaining close o thia
rota for the remuinder of the year. : o

More apartment houses

Private apartment house construction ran eoucter 1o the
movement i zingle family wmite for the year »2 & whole
In the first ¢ momths of 1057 the pumber of mnltifamily
units put under way was rumning 50 dll)emant above the
_mn*eseﬁonding 1356 figure, a year in which 82,000 uuits were
started. The continuation of low vacwaey rates, the
continued rise in residential rents sad urben redevelopment
work have been some of the factors favoring the expansion
of new apartment house construetion iz the reeent period.

il

Construction Ovilays Rose in 195?:’

O Advances in public and privete nonresidenticl
construction offset foll in residantial '
& Residentiol mode some recavery in second half

Billian Dollars
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. I the field of single family houvsing compnrative changes
in “ﬁfﬁ’ ueib costs and prices sugrest a continuation of
the trend towards somewhat luper houses. But this dif-
ferential in 1957 was somewhat smaller than in other recent
years. and is -Pmbublwected by the fact that housi
starts in the South, w averago unit costs ara lowar, hal
up better than in other parts of the country,

Sharp decline _in. V4 housing storis

_. Mongy merket developiuents were an important factor af-
fecting tho course of home building in 1957, thuu§]1 others
were clearly operating. With interest rates in 1957 at post-
war peaks and demand for capital funds in other parta of
the economy high, lenders found the fixed-intarest rate, long-
maturity governmenidinguced home, mortgmfﬁs somewhat
less atteastive.  The diffaréntis]l movaments of rariows types
of _ﬁnnnw_lﬁlm set forth in the aceom :I;ﬂi‘llg chort. Units
storted with VA guarantees, with a fix

declined by more than 50 percent. The decline m the 5 to
54 percent FHA-insnred units was much more moderate, 10
parcent, although if mingle hotises only are cousid the
decresse was approximately 20 percent. Conventionally
financed starts, with morigage terms tending to Auctuate
more in line with market conditions, ross 10 percent to the
highest- point in the postwar period.

Tlﬂ:lc 16.~EFublic Conxtruction Expmditun:;, by Ownership and

Sonree of Finutas, 1949=5
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The new housing lepislation passed in Augusi of Inst year
wis designed bo abisaulate F]iJA. nctivity. Maximum per-
missible Intarest rates were raised to £X percent—following
a rise from 4% to 5 percant in December 1856—and down-
payment requirements were reduced o second time,

Eplmtmns for new FHA home construction shewed a
marked increise in the second haif of 1957 over the corre-

nding ];enod in 1856, in contrest to the decline evidont in
the first balf year comparvisons; by October 1357 actunl
gtarts of single-fomily units were running sbovea 1958 lavels.
Howaver, in the VA sector, both starts and sppraisol requests
dedinad throughout, the year, with the latter down eon-
siderably morc from 1956.

The new legislation also mads available inersased funds
for purchases of Lo mm*lﬁgges in the secondary market
by the TFederal Natiounl Aortzage Assccintzon. These

nrclieses were stepped up from 368 billinn in 1956 ko 31
ion in 1257,  This shift from government to conventional

43 percent rebe,

" finaneing terme that prevailed
ernand.

February :IBGE
Shift in Financing of Housing Starts

¥ Vifwanced starts dropped shorply

»% FHA storts wlso drapped Jor second swecestlve yoor

% % Converitionelly-financed starts made bettar showing

CamveEnfiomer

""ﬂ...--"'“""---..uw-'ﬂ-ut-""‘..

financing by bouwse purchasers that were able and willing
to finanee ot the market rate suggests that on balanes the
uring the year reducad

housing d .

Nonresidential construction levels off

Nonresidential constiuetion rose in 1057, for the eighth
consocutive year. Fxcept fov declines in store and privete
achool eonstruction, all ents registered geins over the -
pravious. year. Somae of tfe dollor increases were less than
the rise in prices, and as the year progressed, it was clepr -~
that exponditures for some types of construction which had
figured prominently in the 1955-57 investment advance
were in o declining phase.

With many mduostries approaching the completion of
enrlier expansion programs, expenditgres for industrisl -
construgtion were up only 2} percent over the previous
year. Fuocility sddifions in 1957 were particulsrly pro- -
Eﬂpno@d in steel, nonferrons metals, chemicuis, snd ma-

inery.

Thewsensunull ¥ adjusted date mdicate a peak in industrial
outlays in the spring, with a fairly steady decline thereaftor
On this basis fourth-quarter outlays were 6 percent below
the averzgs for the full year 1957, )

Siore construction down—affice building booms

With the slowing down iz shopping-ceater construction,
outiays for store eonstruction in 1957 declined by about 10
percent from 1956, This may be nttributed in part to the
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docrense m residentisl copefruction io the past 2 yeors.
Notwithstanding the high interest rates that prevailed in
1957, office building and warehouse construction established
new records. Lt is of interest to nota thet whils the physical
volume of stoTe comstruetion has still fallen somewhat
short of the peak that was reached in the midtwenties,
the annual volvme of office building and warehouss com-
sfruction in both 1956 ancd 1957 were 10-20 percent higher
than in the pealr yéar of 1929,

Expenditures by the public atilities increased 14 percant
over 1966 chiefly s & result of the large expansion programs
of elactric and gas utilities. Railmad outlays were § percent
higher, while the communications companies held to the
high zate of 1356.

itutional constrneton showed another large advancs
in 1957, by the expangion in hospital and related
congtruction, Outlays for religious bulding were also
higher, but thoze for private educational facilities were
down i)}' & percent.

Public construction higher

Public construction outlays rose more thao $1 billion in
1957 to almost %14 billion, with most categories showing
increases over 1966. The greater part of the incréase was
stinbutable to work financad un ¥oderal grant-in-aid
prglgmms, chiefy highwnys, ] ) .

able 16 shows the trend in public construction expendi-

tures, by ownership and seurce of funds, over the past

several years. Federsl funds secounted for about 30 percent

of total public construction last year, about one-third of this

representing Faderal gronés-in-sid. If the velue of State-
1

" owned construction put in place with State matehing grants

is added to this total, the importance of all Federal programs

is increazed to 37 nf,
Strect and hﬁm expenditares, the most important

zsingle cnbeﬁrj of public construction, sccounting for somoe
tlirse-sighths of the publie totzl, rese by about ﬁ).a killicn
or § percent, jn 1957, Although last year marked the Rrst
full ealendor year of operations uandar the new Interstate
Highwoy System propram, the eurrent dollar inerease fou
streets-and highways was somewhat less than the rise in
zuich sutlays between 1855 and 1956, This was atiributable
to the fact that the new program was still lu‘g&lg in pre-
liminary stages last yesr, and the increase in actual outla
on interstate roads was offeet in large part by decreases In
toll road construction and other non-Federadly subsidized
State hizhway work. Outlay by local government in €his
field, however, showead a sizabls advanca. .

A considerable increase in highway construction is expected
in 1968 as the worl o the new programs tes and the
offzets from lower independent Siate highway svpenditures
are yeduced. At the end of 1957, projects with o total cost
of $1.7 hillion were committed for construstion work or

" netually under way. Projecis estimated ab $1.2 billion were

in, of had passed through, the phase of i)ralimim:ay engine-
nearing aid right-of-way scquisition, and another $1 billion
of projects were in o very preliminary program stage. These
dati refer $¢ all costs (ucluding right-of-way) on sl inter-
state highway projects, regardless of source ds, author-
ised since mid-1858, wheu the new legislation was passad.

"(lompletions through tha end of last year were less than $100

million.
Thers was & sizable inerease in the number of new public
using upite atarted in 1957, from 24,000 to over 50,000,
with a eorresponding inereaso in expenditures from 30.3 to
$0.5 billion. ‘The 1957 starts figure is still well below the
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87,000 units hegun in’ 1941 and the postwar high of 71,000
nnits storied in 1051,

Advanies of 10 parcent or more weresregistered in outlays
for educatiotial f-ﬂ-f&.ﬁtle&,-h:g]d]llﬂl and inatitutionsl construc-
tion, and ' consarvation -and -development. Expenditures
for mlhm?inmhtms declingd following:.a . 2-year rize, whila
Federal industrisl expeniditures were.about unchanged from
l-ﬂ{;ﬂg ;&E;fh down'substantislly from the high levels reached
m .

Farm Developmenis

Faym production in 1957 -continned at: the record high
establizshed in 1956. Marketings were g little lower than a
Fear esarlier, however, so that oven with hightz:ﬂ_prim, cash
receipts from merkatings st $30 billion wara a-bit from
the year before. Totel cash receipts were maintained by a
zise 1n Government peymenta.

-With production - s edglﬁ u

) _ ward, net incoma of
fprm proprictors wae Otile changed. i

ar7 estimates

show o dlight increase from 1958 . ofter ‘adjustment for
inventory change, and » slight decrease on an unadjustad
0T ABLE

‘The strangth in mest animal prices was particularly
important in the late monthe of the year when. the heevy
sepsonal movement of livestock to market ocowrs, A com-
brnation of good forage conditions and & bumper feed grain
crop—iuouch of which was too wei to store well or to meet
CCO standards for Joans—resulted in what at first appeared
10 be dalayed zepszonal marketings but whisch turned out to ba
lighter marketings than expected for the season including
e opening weeks of 1968, '

n

Table 17.—Farm Groas National Peoduet
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For the year 1957, inspected meat produetion was about
§ percent below 1058, with nearly half of the decline occurring
in the Gnal quartar.  The decline in meat production in 1957
feltowad savaral years of expending supply durqu which the
number of beef cattle had axpanded and msrkefings had
continved to inerease for s time after the top of tha ecattle

cle was reached. The prineipal reduction in mest produc-
tion in 1957, however, wne m pork, reflecting both reduced
forowing of Pigs in the fall of 1856 and some moreasod
boldiog baelk of gilts during 1957 for breeding. A record
foed supply for the 185753 feeding seasom and a favorable
hog-feed price ratic in the latier pari of 1957 brought am
expansion in farrowing plans for the spring pig crop of 1958,

Cosh recaipts from meat animals for 1057 at $8.2 ballion
were about %1 bilion higher than in 1856—the principal
change m livestock and product receipis &s showno in the
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middle panel of the accompanying chart, Dairy products
recéiptd wars up slightly in 1057 from 1956 with marketings
ond prices both a Dttle highar. Supplies continued to be in
txcess of consumer demands, however, and & shghﬂ}'y larger
volume of manufactured pmélmha went to the QOO for prics
purposes—equivalent to 4.7 percent of praduction
during the yeor. to reduction in the support price
of deiry products has been sunoumesd for the markoting

Fear b ing April 1, 1958. .

Pouliry a.nﬁ cnsh receipis were & libtls lower in 1957
than in 1956. Eroiler uetion inerensed during the year,
There wos o decling in the number of pullets raised for layinz
floeks, howaver, and production fell below a yoar enrlier
during the lutt-a;‘dpn.rt the year. Tha dapline in egg ontput
was accompanied by a sobstential price advence.

‘Crop yields high

Crop production in 1957 was agsin at ths record ligh
attamed m 1956 and in one ﬂar]iﬂargilear, and prices d.ri]ﬁglad
downward. The reduction in marketings, shown m the
bettom panel of the accompanying ehart, was accompaniod
by an increase in farm inventories during the year in contrast
Lo 4 moderate decline in farm stocks in the precading year.
With reducad marketings and lower prices, cach receipta from
crop marketitizs at $12.9 billion were down $1.2 bithen from
1958. This waz parfly offsot by moreased soil bank pay-
ments which reached $1 biltion in 1957, about Ewice as much
a8 in 1954,

Total crop nereage plantad or grown in 1957 was lower
than ir 1956 by LI million acres. Hedueed s.cmu%: alloi-
mwenis and increased nm'aag]el placed in thae soil bauk brought
suhatantial reduetions in wheat, eorn, and eotton plantings.
Oats, lamsecd, tobaces, and rice serenge wers also lower than
in 1956, Partially Oﬁ"suttmg mcreasas scourred principally
in foead crops othar than eorn and osts,

For the couniry as a whole, weathor conditions were pon-
eraily favorable for the 1957 crop season, The outstendi
development wes more rain m the plaine. Crop acreage
lossea—i. e., fields planted but not hervested—weore reducad

in 1857 so that the screage harvested was os loree
as in 1956. With good weathar conditions, the strong
secular rise in yislds continued, bringing e new record in
1957 for tha gil-crop yield index hase:ig;ﬁfon o fixed arreape
pattern, IF allowance is made for some diversion of acr
bo less intensiva crops, then the total outtwrn wos about the
same in 1957 as in 1856 from roughly the sume total acronge
barvested., Freakish wesather beﬁnmngjn Deocember 1957
and recurring in early 1958 brought 4 series of freezes to the
winfer vegetable and citrus frut regioms in the southesst
which resulted in widespresd losses of these crops and ac-
companying price advances,

Tabdy 1§.—Farm I'roduciton

(10Tt L]
1050 | w81 | atsg | 10ma [ imse | 1osc | 1ees | wsee
Farm outpHlo . ... ..o _ . MM |103 107 108 |DO& JLI2 |113 | ELF
Al livesteck and producis. .. |10T |112 112 |I14 [217 [120 122 | 121
Mept animals_______ ... 109 {117 |17 (116|121 (127 |123 | 121
producta. .. ___. 101 (100 (100 [10% 107 (106 fLL0 [ 111
Foultry and eepg—— ... 111 |LLG |L1¥ [120 |125 |123 (136 | 133
Al crops. oo cera e ccwe e ] BT | 95 102 (143 (181 |185 (108 | IOG

¥ I'reinglnery.
Boures: 7, 8. Departmant of & priendtyes, Agtieublomal Beoayrdh Gerbos,
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Carryovers reduced

A combination of conirol messures limiting production and
:etﬁppagl-up_sm'plus d.islposal Programs result.eé)
reductions in stocks of fond preins and cotton. Reductions
in, plantings of thege crops were obiaimed by means of BCreage
controls and the placing of lend in the suil{mnk. Food grain
production showed ¢uly 2 moderate decling, howevar, a3 good
moisture cenditions in the gincip&l wheat growing arsas yo-
sulted in record whest yielda per acra. Acreuge losses, which
had been extensive in other recent years, were quite low in
1957, Total wheat uetion wag Just under 1 billion bugh-
els, down § percent from 1956, Rice production was 13 per-
cent lower in 1957 than the year bofore. .

Exports of these corumodities wera at rates ag special
factore zhroad facthiteted the U. 8. export drive. The Buro-
pern wheat exop in 1956 had been £n upvsually smeil ons and
acenranlaicd stocks of rice in the Orient becn reduced.
On January 1, 1958, CCC holdings of wheat in inventoty or

in substentiel -
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under loan totaled 944 million bushels. This was 106 million
less thoan s year sarlior and mearly 200 million under &he
togal held 2 years befora.

L The T. 5. cotion supply situstion hns shown a striking

“{ change zince the he%m of the export payment pro
4 in the summer of 1 Eﬁl':!mﬁhpm'ts Lad fﬂ]ﬁ] to 2.2 ion
{ bales in the erop year ending in July 1856 a2 foreign stocks
were run down in n.nti-sig;tinn of lower II. 8. prices under the
axport sales program, ‘They rose to 7% milhon bales in the
4 fo nwin(.ig year. The 1957 erop in the U, 8. was 11 millien
bales, down 2.3 million bales from the preceding year.
% There was a slight offset on the domoestic demand side, as
i cotton consumption was reduced in 1857, In nay oase,
1C00 haldjﬁgs of etocks and cotton Eladged for loans a2t the
beginnin 1958 were 3.0 million bales as compored with
l]:;g.fs on bales n year carlier and 13.3 million 2 years
2 ora.

The imprevement o the lopg-term supply position for
v3 these commoiities wos accompanied uced rash ra-
seiprts in 1957, however, as current prices received wene litile
1 aifeeted by the disposition of surplus stocks. Lower aver-

age quality of the cotton erop reduced the avernge sale

PrIcE.
3 Mounting feed stocks

The conirpstng s:‘?ply situation for feed grains bas al-
ready been meniioned. For o number of vears fead n
production has exeseded totsl uiilization &nd stocks have
 riden @ i Increased acreage in 1957 and excollont
7 viglds brought a bumpasr srop snd another lape incrense in
L emTyover is f_r,nﬁeigfted despite s0msa :.;:lge.utad incrense in
lirestock feeding. The generally low quality com sold from
the full erop hrought the lowest price in severnl years.
Qther erop changes in 1957 included reductions in tobecco,
Pot.n'mm, snd pesnuis snd an incresss In the soybosn &rop.
n the fall of 1957 an inereased (winiet) wheat acreage was
i seedled, Moisture conditions continwad faverable in the
| plaing and erop prospects at the year-end were for a large
ti 145% winter wheat crop.

:‘ Furm GNFP

Farm gresa naetional product in constant dollars was
about the same in 1957 sa in 1956. On_the basis of pre-

-}]iﬂ'ﬂ]’l. estimntes, the total at $24% Tillion in constant
7 194749 dollars was 15 percent above the 1947-4% average.
:* Farm gross nat uct iz & value-added concept

obtai by subiracting the value of {intermodiate) mate-
rinis used up in the production process from the total value
of form output. It measures Pmduct-:un occwrring on farms,
without duplication, and is * ? only in ths sense that
] deprecintion and other capital consumption allowances sre
not deducted. I is mm%utrad both in current dollars aad
;:1 m;nst.nnt. {1047—40} dollars; only the laiter is discussed
ore.

For the past 2 or 3 yems, changes in tota) form cutput
and farm &HP hva_g:qn small in comparison with the
strong pecelar rise which hes been in evidence for many
Yeers. (hver the lorgla\; l};\anod, totnl output has risan more
rnpidly than farm . This differential rate of growth
was pronounced during the war yeers snd immediately
aftorward when the ratio of prices of farm products to prices
of intermediate products consvmed was islly favorable.
For & number of yonrs, however, fotal fmvm cutpub and
; farm: GNP have zisen 44 ahout the same rate, as the relation-

e

Lt T L

—— e —

1. L storkel estimn

of qurtent and tonatnt dolior g O NI are SiewDl in the august
1504 Jpaws of Sy of O '

- EHAT.
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ship betwesn prices regeived by fermers and prices paid for
intarmediate products hes been lese favorabla.

For the Tﬂiﬂd_fwm 1941 to data, the total output per
person employed in {erming hos mcreased around 4 percent
per year and farm GNT per person hns risen an averags of
3% percent. Thess rates of incresse sre substantially larger
then those prevailing over longer periods of fime,

Retail Trade

Retail store soles in 1957 eontinued the advences sheww
1 iecent years, in response t0 expan consumer income,
Tha sales increase over 1056 was § percent. As prices of
goud.s zold &t retail storee wera up, on the averags, About
2% percent from 1956 to 1057, the physical volume of zetail
trade activity for the year 1057 also registersd a new high.

cling priociEaRy nondurobie Go0ds, with al the nondurshls
selfing principatly nondurakle wi ¢ nondurs
mﬁm ahpiu.rmg in ths advince. In the dursble-pnods
es, howerer, increasas in sales shove & year ago by puto-
motive and farm equipment dealers, and by the “other
durable gEu-ds” group wera offeet in pard I}g aclines of the
lumber, building, herdware group and of appliance and
radio atores. ) . .
The year 1957 representad n poriodd of shifting patierns in
reteil trade. Following & rise through she first of the
ear, zales stabilized in July and August, slber assounting
¥or saasonal influences. es fell 3 parcent Novembar
with n modeat mmve.lg in thée year-end holiday period,
eapecially at apparel and general merchandiso stores.

Nondurables lead advance

Al the major pondurable-goods proupsregistered sales gains
du.rin‘g the year with shoves, e servine stations,
and food stores leading the advancs. The 10 percent in-
creazea hy the first two groups were repetitions of the 1955
and 1858 experiences; over the past % yoars sales af thess
eatablishments hava risen about 30 percent.

New product development in the drug filld has played
an important role in the ineressing sales trend in these stores.
Antiblotica, antihistamines and tranguilizers represent baet

Tobdc: 19,—Sales of Rotail Sveves Ly Kinds of Business Related te
Dispoeable Pereonal Income, 195451
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a few.of :the hundreda of new: items that have been.intre-
duced in the iast few years. In 1057, the influenze epidemie.
with ifs wide use of druge for sid in respiratory conditions,
was 4 significant factor in the sharp rise in salea of drug
stores shown.in the fourth quartes.

Food stores, which account for more than a third of all
nondurnble-gnods store sales, also. continued their yenr-to-

ear sales gaios, advancing awother 8§ percent In 1957

erhops 3 percent of the 1957 snles gnin was accounted for
by bigher prices. The rige in =ales of food stores refleats
ot ondy the increase in the volume of food consumosd bug
alss & type of trading up faclor, as consumers have been

Swoponal |y adpugted

TOTAL SALES

M!HH'HI.:I

Gasaline
Oy

- Faad
Auiomotive

© Apporel
Restouranis, ric.
Fyorro| Merchondise
Furniture & appl.

Comat ot
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toking more and more frozen, precooked snd pertly or
completely processed foods. These items aford tha con-
sumer a considerabla increase in services and command
premium prices.

In addition, the. large procery supermarkets hewve been
introducing more and mné*e nnnfooal items such s Louse-
wares, toys, propuoetary drogs, and coametics. While no
definitive data in this field sre avajlable; private agencies
estimate that perhape 15 ent of the sales of the lnrge
supermarketa are now noafeod items.  Most of the increase
in the selés proportion of such items is said 4o bave cocwrred
SRR e gty oy

v stora = vo shown gene gt advances
in t-El: lagt 3 years, following o deelining tendency in prior
years, In 1057, total seles for the dothing group were upbﬂ
pereent, with Iuﬁm’ than average iboreases repisteved by
women’s wear and family apparel stores, and smaller gnins
by men’s wear and shoe stores.

The smpllest increasés for the year 1957 tipong the yoajor
npudurable goods gronps were shown for eating and dﬂnkm&
places and the gerisral merchandise up. Eaiing an
drinking places while showing rﬁlutiv;'i; modest gains in
sales have neveriheless been advancing -steadily. in
1957 at $156 billlon wers up 2 percont over 1456—a somewhat
;mn]ler sversge annual rate of increase than in the previeus

Fears.

Department stores listle changed

At general merchandize stores, dollar sales in 1057 rose by
only 2 percent. Prices of goods sold at such establishments
advanced I:-EL about the snme rate so that there was listle
changs in the physical volume of goods passing through
these channela.

After reaching u peak in August, seasonally adjusted sales
at deportment stores decdined in September and October.
Some recovery was evidenced in November and Decemnber,
but in the opening month of 1958 ssles were off from Decom-
ber and about the same dollar tatnl as in January 1957,

. An important retarding factor in department store activii;
in 1857 was the fach that seles of the major bouschot
applianee departments fell by :ilpm'eant to bring the entire
bemrefurnishings department total slichtly below e pravious
. Among the other departments, the largest gains, §
percent for the vear, were shown b the sporting goods and
cameras depertnent, snd the records, sheat masic, aud musi-
cal instrumeni deparimant. Ab the apparel departments,
sales of women’s apparel and acecessories were up slighily,
while 2 minor decline ocemrred in men’s and boys” wenr,

Dnirable-goods sales mixed

Tu the durable-goods tredes, sales showed diverse move-
ments during the tﬁﬂm Sales for the avtomotive group were
up 7 percent, with much of the inerease raflecting price nd-
vances, but sales of parés and accamories and revenues from
nutornobile retail and service work were up in rezl terms.

Within 1957, seasonally adjustad dollar sales of antormoetive
denlers were stable af vecowt] rotes throngh the first thres
quarters.  In the final quarier, howerver, snles deelingd.

The saler weakness in' the lumber, building, hardware
groups, which had developed. in the latter part of 1986, con-
tinzed in 1857, This behavior reflects. in part the lower
volume of residential constrmetion; the same fretor was nlzo
important in the lack of buoyancy in hovsehold furniture
and applionee buying. Sales ab furviture and home furnish-
Ings stores in 19567 were almost wachanped from 19586 whils

. . ———
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' declines of 3 percent were recorded for household &Rplianﬁe

and radio etores. Lumber and building material dealers and
hardware stores showed some sales improvemsni in the
ascond helf of 1957 &5 housing activity turned up.

Farm equipment dealers’ sales in 1957 wericflmtar by
nearly o fifth than in 195 These sales bad dechined mope
than a third from 1953 to the low point renched i 1056. Tha
strong recovery in 1957 bas b t dollar sales in this group
o wi%hin 10 percent of the previous high reached in 1933,

1 Sales by chaiﬁs Sfollow general pattern

Maltipleunit arganizations operating 11 or more Btores
had & b-percent sales gain pver 1956 to match the advance
shown by the nonchain reteil stores. To the foed field, chain
grocery stores showed 4 somewhat In proportionate salas
eain than did independent grocors. a ehains were np 9
percent compaved fo o Tipercent advanes in sales shown by
ol independent procers.

Sales of chnin eating and drinking places also advonced b
a greaber rate than nt independent establishments, A 8-per-
eent rise wag recorded for the multiple units compared to a
3-percent increase for all stores in this group. However, =ales
of eating and drinking places with 11 or more units account
for only € percent of ail sales in this group. :

At diug and genernl marchandise stores, the sales advance
of multiunit ovganizations woea httle different from that of
independents,  In firniture stores, housahaold upﬂﬂimcfs and
radio stores, hardware stores ond lwmber and building mate-
rial deal of both chiain and independent stores de-
crensed; with multiunit nizations showing the greatar
percentage declines in ench category. At appavel stores
and tive, battery and secessory dealers, the incetease in chain
store oparations lagged hehind that of .the independenis.

Sales rise in proportion te income

Rotail store sales, as indicnted above, ragze by about §
percent. from 1956 to 1957—a bit better than the rise in
disposable personnl ineome. The ratie of store sales to
dispozable ncoms rameined sround 66 pereent,

A, slight inerease in the sales-income ratio was due in large
part to the greater rise in sales of nonduwrables. The ratic
of ratail sales to income in the foad growp went up from 15.4
percent i 1856 to 15.9 percent in 1957,

Table 2=Sales of Rerail Spoves by Kinde of Businesa, 195457
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The shove of the consumer’s dollar spent at durable goods
stores in 1957 showed 2 slight downward movement from
1956. Daclines for the furnitme and applience stores and
lumber, building, hardware deslers were not. fully offset by
advonces in the ssles-income ratio for the antormofive group

and other hard-goods stores, '

Consumer credit up

Consumer eredit continued to be awn important factor in
consumer purchosing, although credit outstanding rose less
than in the previous yenr. Dirsct installment eredit for
antomobiles and other eonsumer zoods increased by 312
billion in 1657 about three-quarters of o billion dollars less
than in 1056. Automobils paper ontsianding rose by o
billion dolinrs, 2bout the same as in the previous yesr: The
ineresse in exbensions resulting from improved eales in 1057
was offsat by the growing amount of repayment. Raflacting
the less favorable sales sitwation the wmount cotstanding for
other consumer goods paper rose by $200 mullion during 1957
compared with the $900 million advance in 1956,

Price Trends

Pricos were higher in 1957, veflecting the ANSIONATY
demand (actors and pressures on the cosi side. & BYECAZR
priee risa in wholesnls markets was more limited than n
the pravious year and divergent movenments developed
within the general price steuctures In 1957, -wholesale
prices of all co tiez nveraged 3 percent above 1956,
samewhat less thon the 1956 incrense. In consnmer mar-
kets, the 1957 advance was somewhat more than-in 19548,
as spown in table 21, in part reflecting i seing costs. of
sorvices as well ag adjustments to higher whotesale costs of-

goods,

n

Diﬂergence. in wholesale markets

In the latker part of 1957, the average of wholesale pricos
fluctuated within & narTow Tange. tg Dacember 1957,
these prices aversged 2 porcent above the previous Decen-
ber. Decreases in industrie]l raw matecial prices during
the wenr contrasted with the = 1966 increases, whils
finished goods prices continued to rise. Noofarm prices
03 4 group registered » more limited ncroase than in 3056,
while agrieultural prices in 1957 as a whole advanced somao-
11;?&1;‘61; ovar 1956, following A moderate decline from 1955 te

The chenge in prices of industrinl mesterisls woas moat.
siriliing in the metals. Raw and semifinished metal products.
prices renched & high at the beginning of 1957, followed by
R sirong downward tendeney during moet of 1957, At year-

end the group was dewn more then 16 percent from o year
earlier. ses of raw nnd semnifinished foreat. prodnets had
risen to 1 peak in enrly 1956, and the svbstantial decline

registercd ur‘h{f the Iatter parl of thal year was extended
during 1857, Mincral fuele prives alsa deelined during 1957,
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from the peak reached & in the yest in the wake of the
Suez erisis, but they remain ed ap Mh;gherbhmtheyhad
been before the Suez events. Ch prices edged upward
following smsall advances in other recent years, and prices
of agricultural nonfood produets remsined within the narrow
in which they had ductuated for a number of years.
anufsctured products prices, 25 indicated in the chart,
continued to advance during most of the yesr, but at a less
rapld rats than in 1958, is woe particolarly truc of &
broad group of metsl produstz and buoilding matarials prices
where the 1857 zate of increase was less than helf that
provailing in the procoding 18-month advence. Prices of
other broad types of msnufactured goods continoed the
rising tendencios registered in 1936,

Table 2] —Wholesale and Conranor Prices
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Advance in consumer prices

Retail prices of xoods and sarvices continued on a rising
trend during 1957, bringing aversge consumer prices in
Docamber to 121.8 (1947-49=100), 3 pereend sliove o year
earlier. Though prices in all major groups continued to
advauce, the increase over tha year was larger in serviees,
which rose over 4 percent, than in goods which were up 2}

reent.
1mT]na wider swing in service prices reflected an acceleration
of the postwar uptrend in these eosts relotive to prices
poid for commoditics. The 1857 incrensc in thesc prices was
more than hall again ns much as the 1956 rise and more than
double that registered in 1956 Contributing to the 1957
yige in prices of services wearc large advances in {ransportntion
and medical and personal cave. '

Pebroary 1958

The 1957 incroase in goods prices was less than the 3
percent rise in 1956 but comperes with & small declipe in
1955, Among the commodity gro 52
1957 aceurred in food prices primarily due to sharply rising
prices of meat snd dairy products. Most nonfood goods
categories ot the yvear-end were up somewhat from their
end=-1956 levels.

Services™

ups, the mejor incrense in .

!
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joreign ﬁudinedd

EXPGR’IB OF more than $26 billion of goods and services
{other then militory supplies and servicea transferred as
grant aid) were approximately $2.8 hillion, or 12 pakcent,
maora than in 1856, Foreign business was thue sn important
factor in the rise of the valus of goods and services produced
the Tnited States in 1957, Afier adjustment for prics
panges, axports of goods and services were about 32 billion
highaer than in 1956, cquivalent to more than half of the n-
crease in the voluma of goode and pervices produced by the

*Whilo in the ri
& sxports were ons of the mnjor elements in the rise of
domestic production from 1956 to 1957, the high poiot in
orts wos reached during the eaxly part of the year. The
:Esgguﬂni‘- docline was rather gradual at first but nccel-
erated during the closing months of the year E?m’
therefore, were olso among the factors contributing at first to
the slowdowr in the upward movement of domestic business
activity anditoward the end of the year to its decline.

Change in export trends

The reasons for the fluctuations in the export market were
analyzed in earlier sues of the Survey, Tosoma extent the
rise 10 demsod during the winter months of 1956-47 was due
to extraordinary factors, including the Suez ovisis, the poor
European harvest in the preceding snmmer, and tha vead for
replenishing féreipn inventories of cotton. BEgually as ime
portant as the exstence of these extraovdinary factors in
the foreign demand was the fact that thay Jed to an increase
igt-haf thon & ai::ifg in d:‘laau}a.ud. Thie i.m_;ren?a was ﬁnl?lua-:i-eg,

4 large axtent by WILEES Upen v100: ¥ AccUIAnt:
%0]:1 and dollar assata and upen EE;BdullM aasets of the
International Monat&ru{rFund, aud to a Jesser extent by au
Incresge n eurrent do earnings.

Another element in the rise m exports in the sardy part
of 1847 was the rapid expausion of foreign economies, often
mm excess of thelr capacity to finence investments from
cmrent ineomes or through outside aid and capital inflows.
The resulting incrense in the imports of these countries
cansed o depleiion of Lheir reserves, and eo uently the
upward movement In imports hed £o be reversed when the
reserves declined toward the nunimum vequived hy these
countries for their international transactions.

For:eign buying lowered reserves

For forcign countries as o whole, about half of the rise
from 1956 to 1057 in their purchases of goods and serviees
in the United States was financed either by drawing on their

r

anc! . j nuedfmenf |

%‘?}ﬁdﬂnﬂ liguid delar gssets (and those of the Monetary
} or by reducing their accummlation of such nssets.
The movement in foraign gold and liqguid daollar assets through
transactions with the Unitad States changed from an accumu-
letion of about $1,000 million in 1956 to 2 decline of about
%300 million: in 1957.

For most foreign countries the belance of paymenis
deficit settled in gold and dellars was even grenter, 43 o fow
sountrics—partienlorly Germany, Venezuela, and Cangds—
increased their holdings. Duriog the first 3 quarters of 1957
these countries goined abont $1,500 million, ond
although they had some losees dining the last quarter of
the year, for the year as o whale, the gains remmned quite
substantisl. For the dovelopment of om export tradaeit
was sipnificant, howsver, that these countries aeccolinted
for less than oue-third of our . :

_ The eountries losing gold and dollaxs were by far more
important 10 the development of our export trada.

Dollar outflow recedes from 1957 peak

The other half of the export rise from 1956 to 1957 was
financed by a higher outdow of U, 3. funds throveh imports
of goods and services, Government loans and sales for foreign
cNrTenCies. .

Private investments incrensed ly during the second
half of-1956, stayed at the high level renched through the
middle of 1957, and then declined. In 1957, as a whole, the
outflow of private cepital waa about as high as in 1956,

Although investments during the peak period from the
middle of 1956 through the third quarter of 1857 included
ghout $600 million for the purchase of oil voncessions in
Venezuela—which was primnarily added to the reserves of
that country—tha increase in the outflow of private capital
WaE nlso &n imgurtaub factor in the rise end continasd high
volume of U. &. exports during the latter part of 1058 and
the first balf of 1957, Likewize, the decline in the cutflow
of private eapital from the first to the second half of 1057
contributed to the decline in exports during that perind.

Capital outfiow slows after midyear

Some of the decline in the svtflow of private capital was
due te lower investmenis in foreipgn bl'anc]]:ea and subsidiaries
of U. 5. covporations. In pert this was due 10 an anusaal
concentrafion of largo transactions during the first half of
the year partly invelving new financing through the capital
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market. Current foi the expension by major companies
of production facihities sbrosd 40 not geermn to have been re-
vised, however, and large new projecis, particularly in the
development of minersl resouwress, which require msny yeors
for completion, eontinue to be pinveued. Nevertheless the
appearahoe of excess m%ar:rity and price wenknpesses for many
materinls produced by U. 8, corporations in their forsign op-
erations may have eonfributed to astreteh-out of Jnvestment
%rograms and thus & dowdown jo the ouiflow of new capital.

here wasg also 2 noticeabls decline in direct investments in
the United Kingdom: and the vest of the sterling area during
the third quarter, which may have been o femporsry move-
ment related to the balunee of payments diffieulites of the
United Kingdom ab thas time.

This applies alse $o the return of short-term funds from the
United ¥ om o the thivd quorter of 1957.

‘The t]ghmqiughuf the domestic capital market was prob-
nbly o factor in the dectine in new isswes of foreign securitios
in the United States, and fogether with the possible over-
gxiension of indebtedness snd other balance-of-payments
difficvities of somas countzias, may bave been responsible for
gsome heshiation by banks and other private anberprizes to
extend short- and medium-term credits.

Mare credits by U. S. Government

- The owtlew of funds through Government nonmilitary
grants, credits, and the sccumulation of foreign currancies
m 1957 was ghowt $600 million larger than during the pre-
viougyear. The rize wus mostly in capital transactions, both
lont.iﬁ.‘nd shortteim, while grants were ahout the same ia
both years. rise in Government credits included the
$250 millien lent by the Expoxt-Import Bank to the Unitad
Kingdom dufing the fouwrth quagter in ordsr to strengthen
the reserves-of the steding ave,

Omibting this lean, which did noi combribube directly o
the demand for 1. 8. produets, tha sutfow of T, 8, Govern-
raent funds in 1957 wes still higher than in 1958, but declined

‘Fable 22.—=Major Chooges in tho UiniLod Staves Balanee of Faymenis
Meamy 1956 tn 1957
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from the Arst to the second half of the year. Thus Govern-
ment credits and the acquisition of foreign currenciss were a
major factor in the axport rise to & temporary peak in the
first half of 1957, : )
. Whils the decline in the outflow of fands t.hrﬂu}gh privoee
lovestments or Government sajstance {except for special
transactions which resulted in additions to foreign reserves)
from the first to the second half of 1957 apparentdy conirib-
uted to the decline in exports w and services, tha out-
flew of dollars through the p gz of goods wnd services
continned to rise throughout the &;ﬁ:r .
The rise occurred in merchandise im as well as in

other items such as travel expenditures abroed. The devel-
opmens in import payrents variad, howaver, among foreipn
arens. Generally, payments to countries producing raw ma-
terials declined, while payments to countries from which we
obtain manufactured gouds, increased. Imports of food-
stuffs which were mumquillﬂw during the first three
quarters of the yeat rose again during the feurth.

_Military expenditures, which dachined from en wnusually
high amount in the first quarter to the third quarter of 1957,
recoversd sormewhat toward the end of the yesr.

Recerit Developmenits
Compared With 1953

The internaiional trauspetions of tha United Statea durin
1957 differ from those during 1953, the last previous perio
when U, 3. business acéivity was af & cyclical peak and sub-
soquently in the sarly phases of & downswing. Conse-
ﬁuanﬂ’.}[, the favorabla effects of our foreign business oo the

omestic economy, and the relatively minor reperenssions of
on thosze of foreign eouniries st
iy be expecied to be cepested.

the de:c]jne in 0uT AEOBD
thet time cannob nee

U. 3. payments decline less in 1957

In 1983, the peak in our payments to foreign countries
after adjustment for seasonal ﬁvements, r“itg reached in
the third quarter. Beginmng at thab time payments
declined for two quarters and at the low peint in the first
quarter of 1954 were about $700 million, or 13 pereent,
balow the peals. Yn 1857, the penk wias reached in the
second quarter and the decline during the following two

uarters was ghout $340 millien or 5 percemt. Thus, in
ahsolute terms the rate of decline in the cutflow of dollay
Tunds was half of what it was 4 years ago. and relative to
the size of the fransactions it was mnsidemﬁly less,

To zome extent the relatively sharper drop in the 195354
period was dus to & waterfront strike duvring the first quarter
of 1954 which reduced imparts, but even allowing for the
incidence of that, the Eeneml sompariscn is not affected.
Yet, production abroad continued to expand in 1053-54,
while in the recent period many countries had to take
restrictive messures (o safegu their foreign exehange
POSEITeS,

Imporis of goods and services excluding mili expendi-
timres had reached their peek during 1853 in the second
quarier and fell by about $420 millien or mere than 11
percent between the "ﬁ!mk and the lewest point in the frst

uaricr of 1954, L ithout the stiilte mentioned sbove,
the decline might bave been perhapa $370-3380 million,
or roughly more than 10 parcent. '
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From the second to the third quarier of 1053 the decline in
nonmilitary imports of gonds and services was more than off-
set by & riee in military expenditures abroad, by higher Gov-
erocnent loans, gnd by s chonge from net inflow to & vary
sma]l nat nulﬂnw of private capital.  Military expendiiures
continved ‘high for apother gquorter; and- although they
droppod samewhat duripg éhe first quarter of 1954, they
provided some offsei to the decline in Importa.

Government Joans-declined after the third quarter of 1953
and thus accentnated the drop in the outflow of funds from
the United States. Private mvestments whbread, however,
gontinued to rise duning the entire pariod of folling business
sctivity and declining imports and thus were a major support
for foreizn dollar receipts. _

In 1957, imports of goods nnd services excluding rmhtag
expenditores did not drop at all, but on the contrary mov
slowly upwards throughout tha year. Mili expenditures
fall frém tha sesond to the third gquarter. A thozuﬂ: they
recoverel ggain in the fourth ¢quarter, they do not show an
upward trend as wes the case in 1953-84. Government
capital outflows ]mgel}‘ hecanze of the $250 million loan
o the Tnitad ﬁ'jng om, moved upward, The ontdow of
private capital, however, declinad tha very high laval
dming the frat half of the yesr and constitnted
the end of she year the major element in the reduction in
total U, 5. payments. Neverthelees, privete inveatments
abmad were et o higher rate during the second half of 1957
than in most of the recont years.

UL S, receipts dropped more in.i95?

While total UJ. 8. peyments to foreign countries dropped
mors slowdy in 1957 win tha 195354 period of der.:linlgng
'bgfiness sctivity, U. 3. receipts from alwoad fell consider-
nitly more. . .

_ ¥rom the pesk in the thitd quarter of 1953 to the low point
in the first guarter of 1954, the decline in Wial U. S. receipts
from the export of goods and services, including income on
inveatménts, and from fureig lone-term investments in tha
United States was about §2 illion or less than 6 percent.
Howsaver, the waterfront striks during the first quarter of
1954 may beve accounted for more than %100 million of
the drop, so that parhaps less than $100 million of the
dagline may be atfribuled to cyeliesl and other devals
ments, nnd most of that drop tock place from the third to the
fourth quarier of 1853, Thue, exportz at thet tima did not
contrihute materially io the decline in business activity, and
the wpturn in the first helf of 1954 helped in the expansion
of lpmduetinn,whiah sot in argund the middle of that yesr.

n 1957, T, 8. recaipta had reaclied the highast point during
the firet quarter and in the fourth guartar were about $600
million or 10 pergent less than at the peak. Abhout $200
million of the decline was due to changes in the inflow of
foreign’ long-term capital to the Uai States, The drop
in exports of goods and services was about $500 million or,
nearly § percent, and in nonmilitery merchandise exports
alone nearly $804 million, or over 11 parcent.

F oretgn countries in weaker reserve position

In sum, the cwrent dollar reeeipts of foreign countries
tppoar to have been much less nitected by the recent decline
in U, 8. business activity than was the ease in 1053-54,
while the effacts of foreign busincss on the U. 3. economy
in 1957 were much mors adverse than in the emTier period,

difference in the Ttovement of foreten expenditures in
the Tnited States during these two peripds may n part be
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explaimed by the difference in the balance of payments be-
tween the United States gnd foreign countries in 1953 and
in 1957 before the decline in business activiby set in.

During the-first three guarters of 1953 the transnctions
between the United States and the rest of the world resulted
in net payments by the United States and a correapeudmﬁ
rise in foreign gold and liqud dollar assste by about $2.
billion &t an annual vate. The decline in foreign ' dollar
receipts during the following bwo quarters reduced the rate
of accumulatien by about 21 billion, but beeause of itz pre-
vious size it remalned sufficiently high to permit a con-
tinved expansion of business activity and trade by foreign
countries. X

In contrast, during the thres qfum*tm‘a preceding the declines
in U. B. payments in 1957, foreign expenditures in the
United Statee slready execeded foreign doHar receipts. by
about $650 million at an annuoal rate. This made the foreign
Egﬁttmn at that tine sonsidersbly more wilmgrnble then it

been 1o 195%. The vulnersbility of foreign countries
was aven more pronounced than the overall los of gold and
dollars indicates bocause losses of gold and dollars by cartain
key countries, including the TUnlted Kingdem, were sub-
stantially higher.

Although total gold end liquid doilar holdinge in the middls
of 1957 were abont $4.7 billion higher than in the middle of
1053, hiz amount equals the gams of throe eovnbries—
Germany, Cenads, sod Venezuela, The total holdings of all
'tihg] uthadr-quuntmh unddintmaahonnl mtzhmtiuns m

ecline durin a edi wree quariers were not hi
than 4 geaﬂiﬁthunﬁ%h tﬂhalqimpurﬁs by these coun-
ries Tisen over that period by about 45 percent.

The finaneinl diffieulties of these conntries, which made
it necessary to restrictd their demand for goods and services
produced by the United Btates, preceded the change in busi-
ness activity hers and must be attributed to the exeepiionslly
rapid rise in foreign expenditures in the United States durin

:hg;ﬁpreeading penod which set in srovnd the beginning

The decline in our exporis afier the firat quarter of 1957
must bo viewad as an adjustment from- the previe
sharp risa (which exceeded the rise in the outllow of funds
from the United States) and to date enly to o minor extent
to tha deckne in our payments to fereign countries which
set in nround the middlc of the year. There can be ne
g:lm‘stmn, however, thod because their reserves relative to

hair trade are mueh smalier than in 1953, and because they
did net stort from & position of rising reserves ns they- did
then, the decline in ocur payments abroad provided an addi-
tional reason for & dowhward adjustment in foreign pu-
chases here. -

Foreign economic expansion slower

Another major difference between 1953 and the current
period iz thet during 1057 eapital investments, and therafors
the rise in business ackvity throughout the world, seemed
to bava slowed down while wn 1953 the decline in the United
States economy was offset bn{a: confinued and in fast an
accelerating rise abroad. - Bilanee of payments difficulties
are only partly vesponsible for the recent ch in frends.
The world-wide axpaneion.of productive facilities for many
commgodities, particularty yaw materials and some Foodstyffa,
hos outstripped the riso in demond. Consequently, prices
of pri commodicies hoave generally weakened during
1957 and the incomes nod purchasing power of the prodaei
countries have beon affected adversely, & condition whic
did not pravail in 1953,
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Business expansion also slowed down i most manufac-
futng couniries, including thoee whicki were not affected by
balance of papments difficulties. Az the slowdown in out-
put appears &0 e much more widespread than in 1953 our
BCONOTLY cAnhol expect the same degree of support from our
forﬁgn usiness na it reeeived during the previousz downturn,

Most foreign countries, however, are more or less com-
mitted #o mamiain » high degree of employment and i
schieve further economic development, They may he
expected o take meesures to counteract contractive fovces
that may develop in their econcmies. Such measvres wi
also provide some support for the demand for goods and
services from the United States. The extent to which this
demand ecan become effective will depend on the outflow
of funds from the United States wnd the distribution of these
Tunds emong foreign eountries.

In the asalysis of the effects of the decline in business
achviiy in this country on the outflow of funds from the
Yni States fhe following factors should be token into
sonsideration. :

Stabilizing factors in dollar outflow

Overall merchandise imports have not declined through
the end of 1957, which iz conirary to the erporiences m
vious postwar periods of declining business sctivity,
¢ soma ewtont this was the result of vather large imports of
coffee during the final quarter of the year fo!fowing lower
imports end a depletion of stocls eatlier in the yeor. Coftee
mporis generzlly aro aot affected by moderate changee in
T1. 8. business activity.

More important from o long-run point of view may be
sertain shifts in the composition of imports which heve teken
place since 1953. In particular, commodities which were
subject to the t import drop in 1053-54, including
ms,t‘il:i?ls ﬂiise&i n the pmducti.ém 0 glmhl}a nm{:l! nandurahle
; extluding newprint ond petroleum}, and goods used
f;ﬂagriaulturﬂ p%’ﬂductiun, comprisad s lessar portion of total
mmporizs during the first 8 months of 1857, than prior to the
1953-54 decline in business activity, while those commadities
which had risen duriog the buzinesa deeline in 195354 com-
prisa now & much Iergar share of importa, Impoctant
among the latter are manufactured consumer goods. These
zhifte appear to have contributed to tha relative stability in
iraporte doring the recent decline in domestic business ne-
tivity and then influence should be considared in ovaluating
the sonsitivity of imports in the lopger Tun,

- Anoiher stabilizing element in recent imports was the foet
that during the first half of 1957, befors domestic busines
activity started to fall, imporia of materials used in manu-
facturing production were already lower than a year earlicr.
In 1953-54 imports of materinls used in durable-goods pro-
durgtion moved rather parallel to the output of such goods
while imports of materizls used in pondwrable goods fo awed
a downward trand whici had started much sarher and enused
the decline to be steeper than the decline in the output of
sondurable poods, ) o

The failure of imports of many industrial materinls (other
thay petroleum) to rise prior to the middle of 1857 in pro-
porkion ko the output of the induvsinies using them was due
to a relativaly grester utilization of supplies obinined from
sompoting domestic sourees,

Tfl'g rvislng ehare of domestically produced goods in the total
consumption of such materials may indicate that the de-
Endsnﬁe l;iy the United States on imported materials has

clined. It may al=o signify, however, that for some coIn-
madities domesiically produced goods are used to supply the
peak demand and thod ns demand declines imports wo
agnin eupply o vising shere of the market. The latter would
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bo the case where domestic sources of supply are being

nally depleted, apd costs of producsion are rising more
than abroad, or w foreign prices are morg Aexibls than
those of domestically produ goods, In these instances
imports would be expected to be more stable than the se-
livity of thoge industries which use the imported materials.
Similer conditions may slso hava been behind the sharp rise
in T, 8. exports since the early E““ of 1956 as world demeand
for many commodities appronched a penk. .

Factors reducing dollar outflow

There are seversl factors, however, which may pull imports
downword. The retic of inventories to; ponsumption for
many imported meterials {except wool) rosa v during
tha early part of 1057 and was vnusnaliy high whan consump-
tion started to decline. Dwuring the following months this
ratio increased further. A rise in inventories of many im-

rted materidls (partievlarly thoee produced abrosd by

o5 and subsidiaries of U. 8. corporabions) cecwrred alse
during tha 195354 downaswing of business sotivity. In 1953,
however, inventorics were?mnﬁ]er in relation &0 consumption,
and prices during the period of declining business activity
wera rather stable. Tt may be too eazly, therefora, to infar
that risipe inventories will again absorb some of the impact
of & decliping domestic demand.

Government s iling,.which continuad ot & compors-
tively even pace +|:|.1l.1.r|.|1%I a 1953-54 cyde, started to drop
eerly in 1957 sod con be expecied to continne dewnwards,
Ca the other hend, the decline in imports of stesl during the
1D53-54 pericd, following a shaip risa & year carlier as o con-
sequence of the sted striks in 1852, doea not have & counter-
part ab this time. Petroleum imports, which were ona of the
rising items in 1953-54, are now restricted.

Among the other purchases By the Ulnitad States, military

enditures are not likely to provide a ‘_E:'t by forel
dollar earnings, as was the case in 1953-54, vel expendi-
fures continue to rise relative to H. B. dizspoaeblo ineome, bui
pot quite so much as they did ¢ years ago.’

Factors favoring increase in capital outflow

The cutflow of privaie capital during she final! moashs of
1957 was hald down both by the absence of extrhordinary
transactions lilke the purchases of oil conceasions in Venezueln
niad major new security issues. Several large new issucs are
scheduled for the current year, and the inereased supply of
loan capital may alse stimulate the outfow of short« and
medivio-term funds through banks or other commergin]
chennels. Presenf indications are that private portfolio
capital outflow will rise again during the early part of this
year, nnd thus counteract to some extent & decline in tie
outflow of dollars from other tinnanetions. This happened
nlso in 1953-G4 when %n‘ivat.e copital was o mujor facior in
mitignting the affcets of the business downewing in the United
States upon the economies of the rest of the world.

To sum up thess various trends and developments,
it may be concluded that the flow of dollare to the
rest of the world continges, of course, to depend mainly
upon domestic business developments. There ate severni
factors mizeine in the current situation which In 105354
kept the outflow of dollars to foreign countries relatively .
stable, Other developmenis have appeared, howewver—
Javgely reflecting the growing economie strength of other
counbries—which in the absenee of restricsions o trade nod
investments both here snd abroad, could be expected to have
a stabilizing influence on the ontAow of doliars st this time.



